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ADJUSTMENT OF POSTAL RATES 


TUESDAY, MARCH 20, 1951 


UnIrEeD Srates SENATE, 
CoMMITTEE ON Post OFFICE AND Crivin SERVICE, 
Washington, D. C. 

The committee met at 10 a. m. in room 135, Senate Office Building, 
Senator Olin D. Johnston (chairman) presiding. 

Present: Senators Johnston, McKellar, Neely, Pastore, Clements, 
Smathers, Langer, Carlson, Butler, and Duff. 

Also present: J. Austin Latimer, chief clerk; and H. W. Brawley, 
staff director. 

Che CuarrmMan. We will come to order. 

Now, we will consider S. 1046, a bill to readjust the postal rates. 

(S. 1046 is as follows:) 

[S. 1046, 82d Cong., 1st sess.] 
A BILL To readjust postal rates 
Be it enacted bu the Senate and House of Re presentatives of the United States 


oO] jynerica in Congress asse mole d, 


FIRST-CLASS MAITI 


SecTION 1, (a) The rate of postage on postal cards (including the cost of tl 
manufacture) and on private mailing or post cards conforming to the conditions 
prescribed by the Act entitled “An Act to amend the postal laws relating to the 
use of postal ecards”, approved May 19, 1898 (U. S. C., title 39, sec. 281), shall 


be 2 cents each: Provided, That the rate on each portion of double postal cards 
issued and sold under the provisions of the Act of March 38, 1879 (ch. 180, 20 Stat. 
362; U.S. C., title 389, see. 358), shall be 2 cents 

(b) Except as provided in paragraph (a) of this section the rate of postage 
on mail matter of the first class when mailed for local delivery at post offi 
where free delivery by carrier is not established and when the matter is 
collec ted or delivered by rural or star route earriers, shall be 2 


2 cents for 
ounce or fraction thereof. 


( 


SECOND-CLASS MATI 


» 


EC. 2. (a) In the case of publications entered as second-class matter (in 
ing sample copies to the extent of 10 per centum of the weight of copies mailed 
to subscribers during the calendar year) when mailed by the publisher thereof 
from the post office of publication and entry or other post office where such entry 
is authorized, or when mailed by news agents (registered as such under regula- 
tions prescribed by the Postmaster General) to actual subscribers thereto or to 


TR 





other news agents for the purpose of sale, the total postage computed at tl 
pound rates in effect under existing law and based on the bulk weight of each 
mailing shall be increased by 50 per centum, beginning on the first day of the 
second quarter beginning after the approval of this Act and by an increase of 
25 per centum, based on the rates now in force, to take effect each year tl 
after over a period of two years: Provided, That publications having over 75 per 
centum advertising in more than one-half of their issues during any tw e 
months’ period shall not be accepted for mailing as second-class matter and their 
entry shall be revoked. 


eTre- 
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(b) The free-in-county mailing privilege and the rates of postage on copies of 
publications of the second class when addressed for delivery within the county 
in which they are published and entered as such shall be the same as authorized 
by existing law: Provided further, That copies of a publication mailed at a post 
office where it is entered, for delivery by letter carriers at a different post office 
Within the delivery limits of which the headquarters or general business office 
of the publisher is located, shall be chargeable with postage at the rate that 
would be applicable if the copies were mailed at the latter office, unless postage 
chargeable at the pound rates from the office of mailing is higher, in which case 
such higher rates shall apply. 

(c) In no case, except where the free-in-county mailing privilege is appli 
cable, shall the postage on each individually addressed copy be less than one- 
eighth of 1 cent. 

(ad) The rate of postage on copies of publications having second-class entry 
mailed by others than the publishers or authorized news agents, sample copies 
mailed by the publishers in excess of the 10 per centum allowance entitled to be 
sent at the pound rates, and copies mailed by the publishers to persons who may 
not be included in the required legitimate list of subscribers, shall be 2 cents for 
the first two ounces and 1 cent for each additional two ounces or fraction thereof, 
except when the postage at the rates prescribed for fourth-class matter is lower, 
in which case the latter rates shall apply, computed on each individually ad- 
dressed copy or package of unaddressed copies, and not on the bulk weight of 
the copies and packages 


rHIRD-CLASS MAII 


Sec. 3. The rate of postage on third-class matter shall be 2 cents for the first 
two ounces or fraction thereof and 1 cent for each additional ounce or fraction 
thereof up to and including eight ounces in weight, except that the rate of postage 
on books and catalogs of twenty-four pages or more, seeds, cuttings, bulbs, roots, 
scions, and plants not exceeding eight ounces in weight shall be 2 cents for the 
first two ounces or fraction thereof and 11% cents for each additional two ounces 
or fraction thereof: Provided, That under such regulations as the Postmaster 
General may establish for the collection of the lawful revenue and for facilitat- 
ng the handling of such matter in the mails, it shall be lawful to accept for 


ismission in the mails, separately addressed identical pieces of third-class 


ty r 


atter in quantities of not less than twenty pounds, or of not less than two 


] indred pieces, subject to pound rates of postag 


re applicable to the entire bulk 

mailed at one time: Provided further, That the rate of postage on third-class 

matter mailed in bulk under the foregoing provision shall be 14 cents for each 

pound or fraction thereof with a minimum charge per piece of 2 cents, except 

that in the case of books and catalogs of twenty-four pages or more, seeds, cut 

tings, bulbs, roots, scions, and plants the rate shall be 10 cents for each pound or 
tion thereof with a minimum charge per piece of 2 cents 


SPECTAL DELIVERY 


Sec. 4. Mail of any class shall be given the most expeditious handling and 
transportation practicable and immediate delivery at the office of address when, 
in addition to the regular postage, a special-delivery fee is prepaid thereon by 
means of special-delivery stamps or ordinary postage stamps, or in such other 
manner as the Postmaster General may prescribe, in accordance with the follow- 
ing schedule: Matter weighing not more than two pounds, if of the first class, 23 
cents; if of any other class, 35 cents. Matter weighing more than two but not 
more than ten pounds, if of the first class, 35 cents; if or any other class, 45 cents, 
Matter weighing more than ten pounds, if of the first class, 50 cents; if of any 


other class, 60 cents. 


REGISTERED MATI 


Sec. 5. (a) Mail matter shall be registered on the application of the party 
posting the same. The registry fees, which shall be in addition to the regular 
postage, and the limits of indemnity therefor within the maximum indemnity 
provided by this subsection, shall be as follows: 

For articles having no intrinsic value and for which no indemnity is payable, 
30 cents; 

‘or registry indemnity not exceeding $5, 40 cents: 

try indemnity exceeding $5 but not exceeding $25, 55 cents; 


“or registry indemnity exceeding $25 but not exceeding $50, 65 cents: 





‘registry indemnity exe 
‘registry indemnity exc 
‘registry indemnity exe 
‘registry indemnity exc 
‘registry indemnity exe 
‘registry indemnity ex¢ 


* registry indemnity ex¢ 
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eeding $50 but not exceeding $75, 75 cents ; 
eeding S75 but not exceeding $100, 85 cents : 
eeding $100 but not exceeding $200, 95 cents ; 
eeding $200 but not exceeding S300, $1.05 ; 
eeding $300 but not exceeding $400, $1.15: 





eeding $400 but not exceeding S500, $1.25; 
eeding S500 but not exceeding $600, $1.35: 











kor registry indemnity exceeding S600 but not exceeding S700, $1.45 
Kor registry indemnity exceeding S70Q but not exceed SSOO, S156 
For registry indemnity exceeding $800 but not exceeding S900, $1.65; 
For registry indemnity exceeding $900 but not exceeding $1,000, $1.75: Pro 
ded, That for registered mail having a declared value in excess of $25 a registry 
fee of not less than 55 cents shall be paid 
b) For registered mail o sured mail treated as registered mail hi 
declared value in excess « the maximum indemnity covered by tl ry 
( insurance fee paid there shall be charged additional fees (known as “sur 
charge as follows: When the declared value exceeds the maximum in 
demnity covered by the registry or insurance fee paid by not more than $50, 
’ vents: by more than S50 but not more than $100, 3 cents; by more than $100 
ut not more than S200, 4 cent hy more than $200 but not more than $400, 
6 cents: by more than $400 b n more than S600, 7 cents; by more than 
SOOO Dub not mie tha SSOO, S cents by more than SS0O but less than $1,000, 
10 cents: and if the excess he dec red value over the maximum indemnity 
vered by the registry or insurance fee paid is $1,000 or more, the additional 
fees for each $1,000 or part of $1,000 on articles destined to points within the 
everal zones applicable to fourtl lass matter shall be as follows: 
Kor local delivery or for delivet Vithin the first zone, 12 cents 
kor delivery within the second zone, 14 cents 
kor delivery within the third zone LG cents 
For delivery within the surth ne, 17 cents 
For delivery within the i thors th Zones, 1S cents: 
kor delivery with thé se tl ‘ hth Ones 1% cents Pro ided, That 
[ recistered ! is t il eated recisteres ol cil ‘ 
eharact that i \ ! ess than the Xtin s] f SS 1 the 
iils he Postinaste eneral prescribe rules for d ining upon what 
\ the de ed value . f thre laximun demnity covered by f 
Y l ee ] rdd nal fees shall be based 
BTUs ! i F« SEGISTERED MATI 
Sec. 6 Wheneve e& sen f \ egistered sha . request ind 
pw Day ent o ( f e timeo minil nye o1 if 1D cents ibs (ql I 
to the time of ailiz en it sha be obtained for such registered 
row to whonu 1 when NH a e was delivered, which receipt sha De 
returned to the senade \ he receive in the ¢ rts as prima facie eviden 
{ ly ake ery rmro Ll upoh payment ¢ the idditional sum of 24 
s the ti meni liy l such registered mail receipt shall be 
Lite for such registere owing to whi whet! ind the adress 
where the le was Liv wi eceipt shall be rned to the sende 
id be received in the « rts ] I facie evide e of such deliver: P 
ed rt Pha Puna ! t made of fees paid for return receipts ir 
registered m where t] f e to furnish the sender a return receipt o1 
the equivale l rhe clue the f ( thre pos il se ice 
FEES FOR INSURED MAII 
Sec. 7. The fees for insurance, which shall be in addition to the regular post 
age, and the limits of indemnity therefor within the maximum indemnity pro 
vided by this section, shall be as follows: 5 cents for indemnification not exceed 
ing $5: 10 cents for indemnification exceeding 85 but not exceeding $10: 15 cent 


for indemnification exceedin 


¢ $10 but not exceeding $25; 20 cents for indemnifi 


t} 


tion exceeding $25 but not exceeding S50; 30 cents for indemnification exceeding 
SO but not exceeding $100: 35 cents for indemnification exceeding $100 but not 
exceeding S200 
RETURN RECEIPTS FOR INSURED MAITI 
Sec. &. Whenever the sender of an insured article of mail on which othe 


¢ 
I 


than the minimum fee was 


paid shall so request, and upon payment of a 
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7 cents at the time of mailing or of 15 cents subsequent to the time of mailing, 
a receipt shall be obtained for such insured mail, showing to whom and when the 
same was delivered, which receipt shall be returned to the sender, and be received 
in the courts as prima facie evidence of such delivery: Provided, That upon pay- 
ment of the additional sum of 24 cents at the time of mailing of any insured ar- 
ticle of mail on which other than the minimum fee was paid, a receipt shall be 
obtained for such insured mail, showing to whom, when, and the address where 
the same was delivered, which receipt shall be returned to the sender, and be 
received in the courts as prima facie evidence of such delivery: Provided fur- 
ther, That no refund shall be made of fees paid for return receipts for insured 
mail where the failure to furnish the sender a return receipt or the equivalent 
is not due to the fault of the postal service. 


FEES FOR COLLECT-ON-DELIVERY MAIL 


Sec, 9. The fees for collect-on-delivery service for sealed domestic mail matter 
of any class bearing postage at the first-class rate and for domestic third- and 
fourth-class mail matter shall, in addition to the regular postage and any other 
required fees, be as follows: 30 cents for collections and indemnity not exceeding 
$5: 40 cents for collections and indemnity exceeding $5 but not exceeding $10; 
60 cents for collections and indemnity exceeding $10 but not exceeding $25; 70 
cents for collections and indemnity exceeding $25 but not exceeding $50; 80 
cents for collections and indemnity exceeding S50 but not exceeding S100; 90 
ents for collections and indemnity exceeding $100 but not exceeding $150; $1 
for collections and indemnity exceeding $150 but not exceeding $200. 


REGISTERED COLL} IN-DELIVERY MAII 
SE 10. (a) The fee for colleect-on-delivery service for registered sealed 
lomestic mail of any Class bearing postage at the first-class rate shall, in addi- 


tion to the regular postage and any other required fees, be SO cents for collections 
and indemnity not exceeding $10; $1.10 for collections and indemnity exceeding 
$10 but not exceeding S50; $1.20 for collections and indemnity exceeding $50 but 
not exceeding $100: 81.40 for collections and indemnity exceeding $100 but not 





exceeding S200. The maximum amount of charges collectible on any registered 
sealed domestic collect-on-delivery article shall be S200 
(b) When indemnity in excess of $200 is desired, the fee for such registered 
sealed domestic collect-on-delivery mail shall, in lition to the regular postage 
na inv other required fees. be S150 for ndemnity exceeding S200 but not 
exceeding S300: 81.60 for indemnity exceeding S300 but not exceeding S400: 
$1.70 for indemnity exceeding S400 but not exceeding $500; $1.80 for indemnity 
exceeding S500 but not exceeding SGOO; SL.90 for indemnity exceeding S600 but 
( xceeding S700; S2 for indemnity exceeding S700 but not exceeding SS00: 
$2.10 for indemnity exceeding SSOO but not exceeding 81,000 
Sec. 11 a) The Postmaster Genera s authorized to prescribe by regulation 
from time to time the fees which shall be charged by the postal service 
1) for the egistry of 1 tli iitel 
(2) for the insurance of mail matter, or other indemnification of senders 
the f ! S iged or lost 
>) for securing a signed receipt upon the delivery of registered or insured 
i and retuy ng such receipt ) ndel 
$1) for 1] on-delivery service 
for speci lé rv service 
{ for sie in x Se ‘ 
7) e issuance of money orders 
S) for notice to publishers of undeliverable second-class mail, for notice 
of change of address, and for notice to addressee or sender of undeliverable 
third- o1 rth-class matter, or of undeliverable second-class matter mailed 
if he ! ‘ t rawte 
(b) Regulations issued by the Postmaster General under subsection (a) shall, 
to the extent prescribed therein, supersede existing laws, regulations, and orders 
soverning the fees for the services covered thereby 
Sec. 12. All exi ni s or portions thereof, inconsistent or in conflict with 
I s A eby amended o ey ed 
Sec. 13. This Act shall take effe on the first day of the third calendar month 
following the calendar month in which it is enacted, except the rates herein pro- 
ided for second-class mail shall take effect on the first day of the second quarter 
beginning after the approval of this Act 
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The Cuamman. Gentlemen. we have with us this morning the Post 
master General, Jesse M. Donaldson, who is here to outline for us 
the bill and to give us information in regard to this bill on the postal 
rates. He has with him, I understand, several of his staff. Mr. Don 
aldson, would you like to introduce them and let us know the duties 
of each at this time? I think the members of the committee would 
like to know that. 


STATEMENT OF HON. JESSE M. DONALDSON, THE POSTMASTER GEN- 
ERAL; ACCOMPANIED BY VINCENT C. BURKE, DEPUTY POST- 
MASTER GENERAL; JOSEPH J. LAWLER, ASSISTANT POSTMASTER 
GENERAL; OSBORNE PEARSON, ASSISTANT POSTMASTER GEN- 
ERAL; WALTER MYERS, ASSISTANT POSTMASTER GENERAL; 
AND NELSON B. WENTZEL, DEPUTY ASSISTANT POSTMASTER 
GENERAL 


Postmaster General Donatpson. Mr. Chairman and members of the 
committee, I would like to say the Department has been reorganized 
completely under Reorganization Plan No. 3 which, none other 
things, provided for a Deputy Postmaster. At this time I would 
like to introduce Mr. Vincent Burke, the Deputy Postmaster General, 
whose duty it is to serve really as the coordinator for the whole Post 
Office Department. While the Department has been arranged along 
functional lines, it is the Deputy’s task to keep all these functions as 
they cross the lines, coordinated. 

The Department is constituted with four assistants heading bu 
reaus, and those bureaus are arranged along functional lines. 

One is the Bureau of Post Office Operations, which handles all mat 
ters relating to clerical work and city delivery matters, and that Bureau 
is headed by Assistant Postmaster General Joseph J. Lawler of Pem 
svivania. 

The second bureau is the Bureau of Transportation, which handle 
all transportation matters for the Post Oftice Department, and that j 
headed by Assistant Postmaster General Reading, who was unable 
to come here today. 

a he third bureau is the Bureau of Finance, which handles, as th 
hame implies, matters of finance, and which is headed by Assistant 
Postmaster General Osborne Pearson of California. 

The fourth bureau handles all the faeilities in the Post Office De 
partment, and that is headed by Assistant Postmaster General Walter 
Myers of Indiana. 

Now. Mr. Chairman and members of the committee. the functions 
of all of these bureaus, as I stated, have been arranged along fune 
tional lines. 

Senator CLements. Off the record. 

(Diseussion off the record. ) 

Phe Cuamman. Mr. Postmaster General, you may proceed in any 
manner you like with your explanation: and we will interrupt you 
or not interrupt you while you are making your statement, as you 
prefer, 

Postmaster General Donanpson. Well, Mr. Chairman. I would 
like to read my statement, if you would permit. I have a prepared 
statement which I would like to read for the simple reason that 1 
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think a great many of the questions the members of the committee 
now may have in mind will be answered in this formal opening state- 
ment. ‘Then when I have finished, I will be glad to the best of my 
ability to answer any other questions that may come up. 

In this opening statement I have tried to inform the members of 
the committee of some of the problems of the postal service which 
I think relate to and lead up to the rate question. 

The CHatrman. You may proceed. 

Postmaster General DonaLpson. Mr. Chairman and members of 
the committee: 

[ appreciate this opportunity to appear before this committee to 
discuss the fiscal condition of the Post Office Department. I feel that 
it is not only my duty but a responsibility for me to again call the 
attention of the “membe rs of this committee to the pressing need for 
legislative action providing for a comprehensive and substantial up- 
ward revision of postage rates and fees. 

In doing this l feel that it will be helpf i] to the members of the 
committee to discuss generally and briefly some of the more serious 
problems confronting the postal service. 


GROWTH OF THE SERVICE 


The postal service has had a phenomenal growth, especially during 
the last 8 years. It has become a complex enterpr ise serving an ever- 
increasing population. During the first full year under the Consti- 
tution, when the revenue was approximately $38,000, it served less 
than 4,000,000 people. Today we are serving more than 152 million 
people with post: al revenues of approx! imate lv $1,773,000,000, and it 
is estimated that our receipts for the fiscal year 1952 will exceed 
$1.800,000.000. 

The 1950 census of population indicates more than half the popula- 
tion of Continental United States was living in a standard metropoli- 
tan area on April 1, 1950. A standard metropolitan area contained 
at least one city of 50,000 or more in 1950 and each city of this size 
is included in one of the standard metropolitan areas. The popula- 
tion enumerated as residents of the 168 standard metropolitan areas 
aa Continental United States totals 83,929,863. The population 

rowth in the United States during the last 10 years was very largely 
growth within these metropolit un areas. More than four-fifths of 
the ad lition: al popul: ition increase took Pp ylace within these areas. The 
population of these areas increased 21.2 percent and on the whole the 
communities on the outskirts of large cities of the United States 
grew more rapidly than did the central cities themselves or the re 
mainder of the country. The percentage of increase in the outlying 
parts was 34.7 percent. These facts are mentioned merely to indicate 
that the great population increase has been in those areas where the 
operation of the postal service is more costly. 


REVENUES 


The postal receipts in 1940 were approximately 767 million dolla 
and this year they will approximate $1,773,000,000, an increase of 
more than 1 billion dollars. 

The increase in both volume and revenue was beyond our most 
optimistic expectations. The increase in volume has been much 
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greater than the increase in revenues because a great percentage of 
the increased volume has been in the classes of low-revenue producing 
mail. 

The postal service of today is beset with paramount problems, more 
so than at any time during my connection with the service. They 
are not insurmountable but they do make the management of the 
postal service more difficult. Our problems result from growing pains. 
While there has been a great increase in mail volume during the past 
10 years, there has also been a tremendous increase in operating costs, 
over Which we in the Department have little or no control for the 
reason that rates charged the public for services performed have not 
kept pace with wages and other costs. 

There is a great deficiency in working space in Federal buildings in 
hundreds of the larger cities and in the railroad terminals. T _— ans- 
portation of the mail by railroads has been adversely affected by the 
withdrawal of trains from many branch lines as well as some from 
main lines. This has slowed up the handling and the transportation 
of mail. Since the early 1930's the number of railway post office trains 
upon which service was authorized has been reduced from 4,815 trains 
to 2,620 trains in 1950, a reduction of 45.50 percent. The number of 
closed-pouch trains in which mail was carried has been reduced from 
14.589 trains to 4,174 trains in 1950, a reduction of 71.38 percent. The 
reduction in all authorized trains was approximately 65 percent. 

The CHaiMan. Let me ask one question, if you do not mind my 
interrupting. 

Postmaster General DonaLpson. Yes, sir. 

The CHairrmMan. What has been the reduction in transporting mail 
by train / 

Postmaster General DonaLpson. There has been no reduction in 
transporting of mail, because regardless of the number of trains, the 
mail has to be transported. This is a reduction in the number of trains 
carrying mail. 

Senator Butter. How many truck post offices do you have now ¢ 

Postmaster General DonaLpson. Approximately 100 highway post 
offices. 

Senator BuriEer. You did not have those before / 

Postmaster General DonALpson. No. 

Senator Burter. Do you have any other supplementary services / 

Postmaster General DonaLpson. Star routes. 

Senator Burier. And how many of those do you have ¢ 

Postmaster General Donatpson. Well, Senator, I do not know how 
many additional have been added ; but every time a train is withdrawn, 
we supplement that with a star route service. 

The CratrMan. Proceed with your statement. 

Postmaster General Donatpson. This seriously affects transporta- 
tion by the limitation in the number of trains providing a postal trans 
portation service, a disruption in connections at junction points, and 
in many instances changes the time of receipt and dispatch of mail 
from individual post offices. This results in complaints of delay in 
the transportation and delivery of mail. It has made it necessary for 
the Department to establish star routes and highway post offices w ithin 
the limitation of appropriated funds. 
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POSTAL DEFICITS 


The Post Office Department, like all other Government agencies, 
operates under appropriations allowed by the Congress. Congress 
actually fixes the amounts that may be expended for postal purposes. 
This De partment, being a reve nue-producing agency, 1s authorized by 
law to pay its expenses from its revenues and when the revenues are 

not sufficient to meet the expe nses, ¢ ‘ongress authorizes the withdrawal 
of the necessary money from the gene ‘ral funds of the Treasury. The 
funds thus withdrawn from the Treasury are secured from general 
taxation and this amount of expenditures over and above receipts be- 
comes the post: al deficit. 

The operating postal deficit for the fiscal year 1950 will approxi- 
mate $590 million; for the fiscal year 1951 it is estimated at $512 mil- 
lion: and for the fiscal year 1952 the estimated deficit will be $521 
million, which makes no allowance in the estimates for possible future 
increases in mail transportation rates which may result from regula- 
tory proceedings now pending before the Interstate Commerce Com- 
misison and the Civil Aeronautics Board. 

The size of the def ficit has increased eve ry year since the close of the 
fiscal year 1945. During the past 5 years the cost of oper ating the 
postal service has been greatly increased as the result of well- merited 
employees’ pay ralses and transportation rate increases, The salary 
increases effective July 1, 1945, January 1, 1946, July 1, 1948, and 
November 1, — have added approximately S800 million in cost 


on an annual basi The additional cost for transporting mail since 
July 1, 1945, ap ncaa $175 million on an annual basis. The 
rentals on buildings occupied by post offices and stations thereof and 


the cost of equipment and supplhes, including trucks, have greatly 
increased. Therefore, the present annual additional cost of operating 
the postal service is approximately $1,000,000,000 more now than the 
ost of operation in 1945. The annual postal receipts did not reach a 
billion dollars + prior to the fiscal year 1944. The additional cost of 
operating the postal service today is more than the entire postal 
receipts were 1n the fiscal year 1943, 


rhe deficit should not be elimin: ited complete ly and I have never 
recommended that this be done. Some pos stal costs are incurred to 
carry mail sent on official business by the legislative, executive, and 
judicial branches of the Government. The airline subsidies—the 


amount paid to the airlines over and above the reasonable cost for 
performing this service plus a reasonable profit—are also charged to 
the P ost Office De ———— These and a few other so-called non- 
postal items amount to about $160 million on an annual basis, and 
these costs are Sed for general purposes of the Federal Govern- 
t. Such costs should not be passed on to users of the mail in 
ke postage rates. ‘There is authority of law for the Department 
to itemize the total of these nonpos stal items which provides a book- 
lk eping deficit of less than the actual cash deficit. the difference being 
about S160 million. Therefore, the deficit for 1952 properly charge- 
ble to the users of the mail is estimated at $361 million. This deficit 
is imneu rred ] in the « ‘ourse of prov iding posti il serv ice to the use rs of the 
mail other than the Federal Government or subsidies to airlines. The 
President has pointed out that there is no good reason for taxing our 
people to pay these costs and that postal rates should be raised enough 
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to cover them. The President also emphatically pointed out in his 
message on the Federal budget that such a large deficit is not only 
unsound but especially untimely now while the Government must 
bear such extremely heavy defense expenditures. The situation is all 
the more illogical and inequitable in that more than two-thirds of the 
deficit is attributable to the continuation of unreasonably low postage 
rates for almost one-half of the 46,Q000,000,000 pieces of mail handled 
per vear. Some of these rates have been in effect for 50 vears or 
longer. They are greatly out of line with the present price condi- 
tions and should be creatly increased. 

The postal service is the oreatest communications system in the 
Nation and can be likened to other communications systems or ul 
ties. All other communications systems priv: itely owned have in 
creased their rates in recent years, such as the tel pine me, and the 
telegraph systems. All transportation systems oe Increased rates. 
Streetcar fares, bus fares, railroad passenger fares, et cetra, have been 
greatly increased since the close ot World \\ ar LI. Lhe users of 
the classes of low-revenue producing mail have increased the prices 
of the things a, v have to sell to the publ 1c by from LOO to 800 percent, 

Because of the enormous annual increase in the cost ot operating 
the postal service over which we in the Department have little or no 
control and the failure to provide adequate rates, a most unhealthy 
situation have been created for the postal service and it has resulted 
in the adoption of alternatives which, although designed to narrow 
the gap bet ween revenues and expenditures, h: ive not only failed to do 
so materially but have proven to be impracticable and unwise. Such 
alternatives have necessitated curtailments ag 
difficult to maintain the standard of service to which the public has 


become accustomed. 


made it Increasingly 


EFFECT OF PROPOSED RATE REVISIONS 


As I have already indicated, almost one half ol all matl Carl ed 
is handled at rates which do not pay the cost of the service. And it 
this connection I want to emphasize the fact that the major portion 
of this subsidized mail consists oft advertis hoe matter in one torm 
or another. including the advertising portion of newspapers and 
other periodic: al pu bhi 1c ations, ¢ ire ul: U's, catalogs, postal and post cards 
bearing advertisements, san iples, novelties, cadgets, and so on. Re 
cent statements in the press boast that the expenditures for all forms 
of advertising in this country exceeded S85.680.000.000 last vear. 
Although no accurate figures are available as to how much of this 
sum was spent for advertising carried in the mails, it is believed that 


it amounted to around one-third m ” total. or approximately 


S2. JOO 000 000 and it 1s estimated tha ‘ » loss on that oe of this 
large volume of advertising matter odes was mailed at the low rates 


of postage amounted to more than $230,000,000. 

In my letter of February 28, 1951, submitting to the Congress 
renewed recommendations for postal rate increases, which recom 
mendations I understand are embodied in the bill now under cor 
sideration by your committee, I referred to the fact that the rate 
bills considered by the first and second sessions of the last Cor Gress 
failed to pass and that under a provision of the supplemental ap 
propriation act it was necessary for me to seek the consent of the 
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Interstate Commerce Commission to such increases in the rates for 
fourth-class or parcel-post mail as will make this service pay its way, 
which action has been taken by me and the case is now before the 
Commission. Under the circumstances my current recommendations 
do not include any for readjustment of the parcel-post rates. If, as 
is hoped, the Interstate Commerce Commission will consent to the 
proposed increases in those rates, it is estimated they will produce 
about $105,000,000 additional revenue. 

The increases in the rates for other classes of mail and special serv- 
ices, as explained in my letter of February 28, 1951, should raise ap- 
proximate ly $166,320,000 additional revenue, including $2,586,000 
which it is estimated will result from increasing the charges for notices 
furnished senders or addressees of mail of the second, third, and fourth 
classes which is undeliverable as addressed and for furnishing certifi- 
cates of mailing. Pursuant to authority granted by law it is my pur- 
pose to increase the fees for these notices and certificates in the near 
future since there is a considerable loss in giving these services for the 
present fees. 

The combined estimated total additional revenue from all these 
sources, plus the amount to be realized from the increased parcel post 

‘ates ($166.820,000 plus $105,000,000) is $271,320,000. Deducting this 
sum from the estimated deficit for the fiscal year 1952 ($521,374,000) 
leaves $250,054,000 as the cash deficit. However, approximately $160,- 
000,000 of the $250.054,000 represents the costs of oflicial. penalty, 
franked, and other free mail, air mail subsidies and nonpostal items 
not properly c ‘hargeable to the users of the several classes of mail and 
special services. This amount ($160,000,000) should therefore be de- 
ducted from the money deficit and on such basis the real deficit would 
be only 8$90.054.000 


MANAGEMENT AND IMPROVEMENT PROGRAM 


We are constantly working to improve the efficiency of postal opera- 
tions. The De partment has been reorganized under the Reorganiza- 
tion Plan No. 3 and all of the bureaus have been organized along func- 
tional lines. 

The President appointed the seven members of the Advisory Board 
and previous to the first meeting one of the members died. The first 
meeting of the Board was held on January 17, 1951, with four mem- 
hers present and I feel that the Board vot off to a very eood Start. 
The next meeting is scheduled for April 9, 1951, and I feel that the 
members of this Advisory Board will be most helpful to the Depart- 
ment. 

The operation of 93 Federal buildings was transferred to the Gen- 
eral Services Administration on July 1, 1950, in accordance with the 
provisions of Reorganization Plan No. 18. In this connection, $14,478,- 
000 of funds appropriated to the Post Office Department to operate 
these buildings was transferred with the functions. Hereafter these 
costs will not be charged to the postal service. 


MONEY ORDER SYSTEM 


A new money order system which consolidates the present money 
order and postal note procedures has been devised and will be made 
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effective July 1, 1951. The plans and procedures for installation are 
being developed according to a definite schedule, and dead lines are 
set for each phase of the general plan. Cooperating with the Depart- 
ment are representatives of the General Accounting Office, the Treas- 
ury Department, Federal Reserve banks and commercial bankers. 
While reduction in money order unit costs are e xpected from the new 
money order system, experience under the new procedures will deter- 

mine the extent of such reductions and I cannot state at this time what 
savings will be accomplished or how soon they will occur. There will 
be little or no savings during the first vear. Through the consolida- 
tion of the money order and the postal note, it is believed that after 
the first year savings in the operation of this system will be almost 
equal to the losses now heing sustained and. therefore, I have made 
no recommendation for increasing the fees on money orders. If the 
Congress authorizes the Postmaster General to fix fees on these special 
service transactions sufficient to pay the cost thereof. then the fees 

on the money order can be adjusted administratively upward if the 
new system does not Gini ate the excess expenditures over revenues. 


POST OFFICE DEPARTMENT FINANCIAL CONTROL ACT OF 1950 


Public Law 712 was approved August 17, 1950, and became effective 
on November 15, 1950. While the law permitted the President 
through an Executive order to postpone the application of any or all 
provisions of the act for a period not to exceed 2 years, it was my desire 
to assume the new responsibilities and to achieve the improvements 
contemplated by the act as soon as possible. In view of this I reached 
an agreement with the Comptroller General to transfer the functions, 
personnel, records, equipment, and the amounts appropriated for the 
Postal Accounts Division at Asheville for 1951 to the Post Office De- 
partment immediately upon the effective date of the act. 

Giving priority to the new money order system which must be 
installed by July 1, 1951, we are studying changes in procedures and 
operations which will improve the accounting system and reduce unit 
costs. Plans have been completed which will decentralize the account- 
ing and administrative audit functions to 12 regional offices. We are 
now arranging for space, equipment, and the transfer of personnel to 
these offices. We are also considering transferring to the field service 
certain payments which are now being made in the Department. 

The additional cost to the Post Office Department in assuming these 
functions formerly performed by the General Accounting Office will 
add about $3,000,000 to the cost of the Post Office Department and 
probably reduce the cost in the operation of the General Accounting 
Office by a like amount. 


RESEARCH 


The research staff is being recruited and most of the positions have 
been filled. We are attempting to fill the existing vacancies with 
qualified personnel from various fields who have other than postal 
experience. This should give a fresh viewpoint to the many postal 
problems which I know is the desire of this committee. 

We had available during 1950 the sum of $750,000 for mechanical 
devices to improve the service. Practically all was obligated and 
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preliminary data obtained from the field indicate that eventually 
some savings will be realized. 
Some services have been cut down or eliminated but the savings 
be effected through all of the improvements that can be made 
and will be made will not be large enough and will not even make a 
dent in the large annual deficit. It is not possible that any increase 
in efficiency could absorb any large amount of the extremely large cost 
increases that have taken place. In spite of the increased productivity 
per man-hour since 1945, the average cost of each postal transaction 
has increased by nearly 60 percent. During the same period the aver- 
age revenue from each transaction has increased by only 514 percent. 
If the antic ipates revenues and savings referred to are realized, the 
postal finances should be on a much sounder and more business-like 
basis within the next 2 vears, provided, of course, there are no large or 
abnormal increases in our expenditures during the same period. It 
cannot be overlooked that as the result of deserved salary increases and 
other readjustments affecting postal personne] under legislation en- 
acted by Congress in the last few vears, as we ll as due to higher 
tral sportation charges and other increases in operating expenses be- 
vond he control of the Department, it has not been possible to bring 
the annual deficit below the half-billion-dollar amount. ‘These addi- 
tional costs have more than offset the revenue derived from the mod- 
erate increases in postage rates and fees provided by the act of July 
1948, which became effective on January 1, 1949. Many measures 
have already been introduce | in the present Congress which, if « 


“ 
acted into law. would gre athy ine aed the postal expenditures san 
necessitate further substanti il hikes in postal rates over and above 
those now Pp —— | in order to provide revenues adequate to main- 
tain proper relat nship between postal mcome and expenses, 


FIRST-CLASS MATL 


Postal cards and private mailing post cards: IT am again recom- 


mending that the rates for these cards be increased from 1 cent to 2 


‘ 


cents ene h. The Government posta! card Was first authorized in 1872 
ind except for a period of less than 2 years from 1917 to 1919, when 
the rate was 2 cents, the 1-cent rate has been and now is in effect. The 


postage rate on post eards was also increased to 2 cents during the 
period mentioned and from April 15, 1925, until July 1, 1928, the 2 
cent rate again apphed to such cards. Since the latter date the 1 
cent rate has been in effect. 

The Government postal card is the biggest bargain in the postal 
service and its use is still increasing. Currently they are being used 
at the rate of nearly 4,000,000,000 a vear. The use of private mailing 
or post. cards is likewise increasing and the combined total number 
of postal and post cards now being used is around 414 billion a year. 
‘The Government postal cards are printed by the Government Print- 
ing Office for the Post Office De partment ata on ot 67 cents per 
1,000 ecards. The Department is having difficulty in maintaining in 
stock the quantity needed to supply the demand, den 4 o delay expert- 
enced by the Government Printing Office in obtaining the paper from 
which to manufacture and print the cards. 

Because of the increased costs in handling mail and operating the 


postal sery ic ‘e there Iss loss oft | ~ “enTS on each postal and post eard., 
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the total loss on these cards amounting to considerably more than 

$70,000,000 on an annual basis. ‘There is no justification for the con- 
tinuance of the 1-cent rate for post: al and post cards in the face of this 
tremendous loss, particularly since more than 90 percent of the cards 
are used for advertising and commercial purposes. 

Drop letters: I am also renewing the recommendation heretofore 
made that the rate on what is known as drop letters be increased 
from 1 cent an ounce to 2 cents an ounce. Drop letters are those de- 
posited for mi: ailing : and addressed for local de livery through the pos St- 
office boxes or general-delivery window at offices which do not have 
city letter-carrier service. Although it is estimated that the additional 
revenue which | may be produced by this increase would amount to 
only about $1,875,000 a vear, this first-class rate should be raised 
that it will not be lower than the rate for postal or post cards nor less 
than the minimum rate for circulars and other third-class matter as 
recommended in the proposals now before this committee. 


SECOND-CLASS MATI 


The mailings of newspapers and other periodical publications by 
publishers at the low pound rates ot postage or free of any postage 
within the county where published and entered as second-class mat- 
ter aggregated 2.226,535,000 pounds in the fiscal vear 1950, on which 
$40,119,000 postage was paid. These mailings consisted of approxi- 
mately G6. 900,000 000 pleces and constituted 19.26 percent of the total 
weight and 15.45 percent of the total number of pieces of all mail. 
On the other hand this large volume of mail provided only 2.40 per 
cent of the total revenue from all mail. Second-class matter is handled 
at a loss of approximately $200,000,000 annually and is responsible for 

larger portion of the postal defieit than anv other class. 

There is no sound reason why this class of mail should continue to 
enjoy such a tremendous subsidy, Which must be met by the with- 
drawal from the United States Treasury of funds raised by veneral 
taxation. It is particularly unjustified in the face of constantly rising 
postal costs and the fact that except for a minor temporary raise ef 
fective from July 6. 1932. to June 30. 1934. there has been no ovener: al 
increase in the postage rates for newspapers and other publications 
of the second class since July b, 2921, and the rates then established 
were substantially reduced by the act of May 29, 1928, which rates 
are the ones in effect now and which have been in effeet since 1934 
except for the comparatively short time just mentioned, namely, from 
July 6, 1932, until June 30, 1934. 

It should be borne in mind that a ver v large portion of the contents 
of newspapers, magazines, industrial, trade, and other periodicals of 
wide circulation consists of advertising matter, many publications 
having more than 50 percent of their pages covet o advertisi 


In fact, current reports appearing in the press show that these publi- 
cations carried more advertising in 1950 than in any previous year 
and there is every indication that the aitiliakinas industry as a whole 
S enjoying the most prosperous period in its history. There should 


be no question that it is high time that the postage rates for second- 
class matter be substantially increased and that this class of mail 
should be required to pay a more reasonable and equitable part of its 
cost. Publishers in veneral have met other rising costs in their bus 








14 ADJUSTMENT OF POSTAL RATES 


ness by increasing their subscription and advertising rates. They 
should be able to pay more for the service they get from the Post Office 
Department, service which is not only indispensable but in many 
respects special and preferential. 

lL feel most strongly that there should be an increase in the rates 
for all pub lications of the second class and that no prefe rence or 
special consideration should be given to any publications or groups of 
publications other than as covered by existing law. Accordingly, I 
an recommending that the postage chargeable at the present rates 
on all publications of the second class be increased 100 percent over 
a period of 3 years, beginning with an increase of 50 percent the first 
vear and 25 percent in each of the following 2 vears. On the basis 
of the present volume of this class of mail such eraduated increases 
would amount to 540,000,000 annually after the 3-vear period. ‘This is 
truly a modest amount considering the fact that there would still be a 


subsidy of 5160,000,000 a year for this class of mail. 


rHiRD-CLASS MAIL 


This ( lass of Phat enibraces eireuk Ps, Lis ellay eCOUS yt imnted iInatter, 
books, catalogs, seeds, cuttings. bulbs. plants, and merchandise or 
other articles within the prescribed limit of weight for third-class 
matter, which is 8 ounces. Approximate ly LO,Q00,000,000 pieces of 
this class of matter are mailed annually, most of it being in the form 
of advertising matter and over 70 percent of which is mailed at the 
special bulk rates with a minimum charge of 1 cent per piece applying 
to the greater portion. The Department's cost ascertainment shows 
that third-class matter is handled at a loss of $125,000,000 a year not 
withstat cing the increase in some of the rates thereon which became 
effectin 1 January 1, 1949, under the act of July 3, 1948. Most of 
this loss results malian uance of the l-cent minimum rate. Be 
cause of the great increase in the cost of handling, transporting, and 


delivering the mails it is impossible to perform this service for only 1 


cent a prece. Phis low rate should therefore be el muinated and l alii 
valn recommend ee ee en Coen 
lL nde the proposal now before the comm ee the minimum rate for 
ll third-class matter will be 2 cents pel piece. ‘To accomplish this I 
am recommend a that the so ‘alled reoular rate for « atalogs, books, 
seeds, Dlablts. wid so forth. wl chy is how L1,, cents for each 2 ounce 


ip to & ounces, be in reased one-half cent on the first 2 ounces whe 

( matter is mailed indi idually and not under the bulk mailing pro 
cedure so that the minimum ¢ harge in all cases will not be less than 2 
cents per piece. Hlowever. | am not proposing cuniy Increase in the 
present rate of Li, cents for each 2 ounces for the additional weights 
over 2 ounces up to § ounces, thus continuing to some extent the prefer- 
ence which catalogs, books, seeds, and so forth. have long enjoyed. 
Under the proposals hefore vou the pound rates of 14 cents and 10 
cents, respective lv. for bulk mailings of the two su belasses of third- 
class mal would not be afte: ted hor do such proposals contemplate the 
continuation of the $10 annual bulk mailing fee. It is estimated that 
the increases recommended in the third-class rates will produce ap 
proximately $65,000,000 additional revenue and consequently reduce 
the loss on third-class matter by one-half. 
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FOURTH-CLASS MAIL 


My recommendations to the Congress for postal-rate revision do 
not include any recommendations with respect to fourth-class or 
parcel-post mail since pursuant to the direction of Congress embodied 
in the act of September 27, 1950, Public Law 843, making supple 
mental appropriations for the fiscal year ending June 30, 1951, I have 
requested the consent of the Interstate Commerce Commission to the 
establishment of rate increases on fourth-class maul designed t Oo pro 
duce $105.000,000 on an annual basis. which amount, it is estimated, 
will be necessary to assure the receipt of revenue from the parcel-post 
service sufficient to pay its cost. The Interstate Commerce Commi 
sion has held extensive hearings Ol Ts request and the Pp roceeding ls 
how pending before the Commission. 


SPECIAL SERVICES 


It is my understanding that the charges for special services per 
formed by the Department should be sufficient to pay their cost. These 
special services are: Registered mail, insured and ¢c. Oo. a. mail, and 
special delivery mail. sased on the current costs of performing these 
special services it is estimated that the combined ex penditures charge 
able therto are exceeding the revenues by apy roximate ly S29) OOO 00 
a year. [am therefore recommending increases in the fees for these 
services designed to make them practically self-supp ort o, 


I am including in my recommendations for legislati a& provislor 
which wo a | authorize the Postmaster General to caine” t the charges 
for the several special services which, if adopted, would permit sucl 


readjustment from time to time as the need or desirability becomes 
apparent. It was my understanding that this feature was in accor 
ence with the desire of this committee and such provision was i 
luded in the bill that passed the House last vear. 

In view of all the circumstances, it is highly important and me 
urgently essential that prompt action be taken by the Congress to 
correct the inequitable, unsound financial situation confronting the 
} ostal ser Ice, through no fault of its own, but which is due to failure 
to increase the postal rates along with risn Y costs of operating th 
ervice as the result of legislation and action taken by vrovernmental 
regulatory bodies, 

This can be accomplished only by a substantial, realistic 1 
revision of postage rates and fees and | am, therefore, strong 
ing such action. It is not contemplated that the postal rates shall be 
increased to such extent that the def€cit will be eliminated entirely. 
As stated by the President in his me ssace, this is a time of emergency, 
when we must raise taxes on everyone to rr the heavy costs of 
stronger military defenses, and now, more than ever, it is wrong to 
ask the taxpayer to bear the cost which shor | ” borne by the users 
of the mail service. The rates recommended will not reduce the book 
keeping deficit to the proper level indicated in the President’s budget 
message. In view of the possibility of higher transportation rates and 
other cost increases, it is quite possib le that further recommendations 
for further rate increases may be necessary. I mention this becausi 
there are now pending in this Congress numerous bills affecting the 
postal service and if all such bills were enacted, the cost of operating 
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the postal service would be further increased by more than 
S1.000 000,000 on an annual basis. 

It must be remembered that approximately 96 percent of all costs 
of operation are for wages and expenses incident to the transporta- 
tion of the mail. About 74 cents out of each dollar spent goes for 
salaries and wages and about 22 cents out of each dollar is for trans- 
portation costs. The Department has little or no control over either of 
these costs. 

| sincerely hope that prompt action ean be taken on this sug@ested 
legislation. 

Che Cuarman. Does anyone have any questions 4 

Senator Burier. I would like to ask Mr. Donaldson a question. 
When did the Department last pay its way 

Postmaster General DonaAupson. In the last 100 years there have 
been 13 vears in which there was a surplus on a cash basis. The last 
cash surplus was for the fiscal year ended June 30, 1945, when there was 
asul plus of S169,000,000. 

Senator Burter. How do you account for that surplus ¢ 

Postmaster General DonaLtpson. That cash surplus in 1945 was due 
to the fact that the average salary of postal employees from postmaster 
down to janitors was $1,950 a year. The average salary today is 
closely approximating $4,000 a year. 

During fiscal year 1945 we had more than 12,000,000 people in the 
mal tary sery ice and while the soldiers had the free use of the mails 
as far as ordinary mail was concerned, about 50 percent of all the 
mail originating with the soldier was air mail on which he paid 6 cents. 
here were about 12,000,000 pieces of first-class mail going out of 


this country every day during the vear 1945 ee 
service and about 5s percent of that was carried : G-cent air mail 
Stamps. All of the transportation costs erg enc the nulitary 
T) P st Offices Department was relieved of millions of dollars in cost 
nsportation that year which we had to immediately assume at the 

S the wal 
Senator Burter. You say in your prepared statement that 22 cents 


of ¢ llar goes for transportation. That includes rail, air, and 
~ transportation of mail, loes it ? 
Pos ster General Donaxpson. That is right. 
= t BUTLER. Another point touching on transportation. A lot 


of t pl it I mane talked to—I have not gotten any mail on it, 


ople who have talked to me on the street, so to speak, 
have ce piarrne | of the trucks of the Department, that they are so old 
that their operat ion must be tel ribly uneconomical. 

Postmaster General Donapson. Well, it is true that they were a 
little out of date in 1945 and that was true also all during the war. I 
think we | ive purchased more than 13,000 trucks or approximately 


that number since the close of the war. Is that correct, Mr. Myers 
Mr. Myers. Yes, sir. 
Postmaster General Donatpson. Most of those new purchased 
trucks have been delivered. 
Senator Burier. So those old Ford trucks are being replaced. I 
know some of them are still in my neighborhood, really ancient ones, 
Postmaster General Don ALDSON. We I], I can exp lain th: at to vou, sir. 
Prior to World War IT no money was appropriated for purchasing 
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trucks, since at that time it was believed we should continue to use our 
old trucks rather than spend money for new trucks. 

Then came the World War, World War II, and we were in the cel- 
lar as far as priorities were concerned and could not get the trucks 
even if we had the money. The first opportunity to buy any new 
trucks came in 1946, and since that time we have been on an annual 
program to replace all of this whole old an of trucks that we had, 
on a 6-to-7-year basis. If this program goes through by the end 
of 1952 we will have no trucks that are ol a than about 1946. 

Before World War II we needed about somewhere bet ween 9.500 and 
10,000 trucks. Today we need around 15,000 trucks because of this 
great increase in the volume of business that has taken place. 

Senator Burier. I have one other question that worries me a little. 
Why is it proper to have a small operating deficit every year but im 
proper to have a large one? You do not make any recommendation 
to attempt to bring the service up to a paying basis. 

Postmaster General Donatpson. No, sir. 1 do not think at the pres 
ent time I would be justified or warranted in recommending raising 
rates high enough to wipe out this enormous deficit in the postal 
service. 

Senator Burier. I know you do not. Now, what is the psychology 
behind that ? Why is it not proper to do so? 

Postmaster General DonaLpson. Because I do not think we should 
pass on to the users of the mails the cost of what I referred to as non 
postal items. 

Senator Burier. No: I am not talking about the S160 million. 

Postinaster General DonaLtpson. You are talking about the S90 
million ¢ 

Senator Burier. Yes. 

Postmaster General DonALpson. Well, that would be perfectly satis 
factory to me. if Congress so acted. 

Senator Burter. 1 am not asking about that, either. I am asking 
you, What is the theory behind your statement’ You say it is all 
right to wipe out a certain amount of deficit but not all right to wipe 
it all out. Why do you say that? What is the reasoning behind that ? 
That is m\ question. 

Postmaster General Donatpson. I do not think it has been the think 
Ing - the Congress to do that. Let me . on. Now, Congress has 
never established a policy that there should be any deficit in the postal 
neha or that there gana not be. Over the vears in the beginning 
of the postal service, Congress indicated that the postal service should 

always pay its way, and it did, up until about 1858. Sinee that time so 
many things have been added to the post al service, and there are the 
nonpostal items, and — volume and character of the mail is entirely 
ditferent—and as I say, Congress has gone on year after year without 
expressing any intent in any Wav whether there should be a deficit or 
should not be a deficit, it has never indicated whether the postal service 
service should or should not be self-supporting. Iam trying to follow 
what I think Congress wants me to do. 


Senator Burter. Now, as to my coming question, IT am not sug 
gesting anything to you and I do not know anything about what IT am 
talking about—so, take that as the basis of this question. 


Postmaster General DoNALpDson. Yes, sir. 
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Senator Burier. It seems to me that some thought might be given 
to the present classification. In other words, why are bulbs and seeds 
and things of that kind in the same category as perfectly useless stuff 
that 99 percent of the people throw away the minute they get it 
Why should those two types of mail bear the same classification, the 
same rate, one being useful service to the people and the other, 
to my mind, being just trash. 

Postmaster General Donaupson. Well, you have your four classes 
of mail. There is your first class which is entirely letters, sealed mail, 
and then you have the second-class mail, your newspapers; and your 
third-class mail, which is a sort of a catch-all class, which catches— 

Senator Burier. Excuse me. Would it not be better to perhaps 
have some study made of that classification we are talking about now, 
so you could ¢ ‘harge out of the market this perfectly useless trash ¢ 

Postmaster General DonaLpson. Well, if you follow my recommen- 
dations you will do that. 

Senator Lancer. Senator Butler, this “useless trash” that you say 
they throw away as soon as they get; are you referring to political ad- 
vertising [laughter 

Senator BUTLER. pike a lot of it I guess would be that. But there 
are a lot of things that go through ft mails the average person never 
uses, never looks at. 

Postmaster General Donatpson. What I have recommended here 
today would do that very thing that you are talking about, if all this 
circular mail and post cards and advertising mail and things in these 

categories you mention were all charged at the rate of 2 cents on the 
first 2 ounces. 

The CyHarrman. What would an increase from 3 to 4 cents on first- 
class mail bring in ? 

Postmaster Ge _ ‘ral Donatpson. Well, first-class mail is still pay- 
ing its way, Mr. Chairman. If you increase the rate from 3 to 4 cents 
it would be See between $150,000,000 and $200,000,000 on an 
annual basis, according to the volume, of course. 

The CuarkMan. Well, at the time it was made 3 cents and since that 
time it has more than paid its way, is that not true? 

Postmaster General Donaxpson. First-class mail has paid its way 
for 1 many, many years. It was raised from 2 to 3 cents in 1932. In 
1932, the last full vear of Mr. Hoover’s administration when the reve- 
nues were less than $700,000.000 the deficit was $205,000,000. 

Then they raised the rate on first-class mail to 3 cents to wipe out 
hat deficit but they did nothing on the other classes of mail. 

The CuatrMan. So then, first-class mail has more than paid its 
Way. 

Postmaster General Donaxtpson. Yes. 

The CuatrMan. More than carried its weight. 

Post master General Don ALDSON,. It carried the load, yes, first-class 
mail for many years has carried the load. 

The CuarrMan, Is it not true that if some of the mail like religious 
magazines and farm bulletins and the like are to be carried at a cheap 
rate, some other class of mail will have to carry that: that is, if we 
balance the budget / 

Postmaster General Donatpson. Well, it depends, Mr. Chairman, on 
the viewpoint. I donot think I have a narrow viewpoint on that. The 


law provides under the fourth condition for admission to the second- 
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class mail privilege that the ear have for its purpose the dis- 
semination of information of a general character to the public gen- 
erally, and whether or not some a these bulletins and magazines meet 
that condition 100 percent is a question. 

For instance, let us take the fraternal magazines. They dissem 
nate information to the members of that fraternal order itself, and 
not to the public generally. The same thing is also true of the church 
magazine; it disseminates information of a public character to the 
members of the church but not the public generally; and the same 
thing is true of many of those publications. 

Now, whether or not, taking the instance of the fraternal maga 
zine, the members of that fraternal organization should not pay suffi- 
client subse ‘ription rates for that magazine to pay its w: LV in the mails 

sa question for the Congress to determine. 

Senator McKetiar. If your recommendations were followed by 
the committee and then by the Congress, how much would this deficit 
still be, according to your estimate / 

Postmaster General Donatpson. The deficit would still be about 
S90,000.,000. 

Senator McKentiar. And what is it now / 

Postmaster General Donatpson, It is about $521,000,000., 

Senator McKeriiar. Thank you. 

Senator CLemMents. It is only $360,000,000 on the same basis as the 
$90,000,000; is that not right? — 

Postmaster General DonaLpson. I was answering the question of 
Senator McKellar. The deficit would still be $360,000,000 but $160, 
000,000 of that would be for these free services—congressional mail, 
airmail subsidies, and so on, which Congress has authorized me to 
deduct ; in submitting the annual report that is deducted from the cash 
deficit. So, you have e cash deficit and a bookkeeping deficit. Senator 
McKellar asked me about the cash deficit, and that would still 
$90.000.000. 

Senator CLEMENTs. But as I say, this $90,000,000 would be equiva- 
lent to the $360,000,000. 

Postmaster General DonaLpson. Yes: that is correct. 

The CHairman. A few minutes ago someone asked about the deficit ; 
[ believe why you had one now when you had none in 1945. Now, 
prior to 1945, it is true, is it not, that there were no increases in post: il 
salaries, and that since 1945 there have been increases in salaries 
brought about ? 

Postmaster General Don ALpson. Yes, sir. 

The CHarman. That would account in large measure for the 
deficit; and how much do the increased salaries amount to? 

Postmaster General DoNaLpson. Prior to 1945 the post: il people, if 
Inv memory serves me right, had no increases outside of bonuses in 20 
vears; that is, no increase in basic salaries. But the increases beginning 
July 1, 1945, have added about S800,000,000 additional cost to the Post. 
Office Department 

The Cuatrrman. And that more than amounts to what the deficit is— 
SDP1O000.000 7 

Postmaster General DonaLpson. That is true: yes, sir. 

Senator Pasrore. I would like to ask one question. Have vou a hie 
ive of the cost of rural free delivery and how much of that is charged 
first-class mail and how much is charged second-class mail ? 
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Postmaster General Donatpson. The total cost of rural free delivery 
this year will be about $175,000,000, That is the total cost. Now, the 
cost ascertainment allocates, between the classes of mail handled, the 
cost of first-class mail, the second-class mail, the third class, and fourth 
class. I do not have any figures before me but I will say that the 
ereat bulk of the mail handled by the rural carrier is second and fourth 
class mail; publications and parcel post provide the greater part of 
the load. 

Senator Pasrorr. And that cost was how many million? 

Postmaster General DonaLpson. The total cost of rural delivery this 
vear will be about S175,000,000. 

Senator Durr. I understand from,your prepared statement that 
you have lost 1.80 cents on every post card. 

Postmaster General DonaLtpson. That is right. 

Senator Durr. Then when you increase the postal card rate to 2 
cents, according to that statement, you will still have an .80-cent loss. 

Postmaster General Donaupson. That is right. 

Senator Durr. In view of the fact that from your opening state- 
ment 90 percent of these post cards are mere advertising matter, would 

not seem that the ee yple that put out that advertising should make 
up that whole deficit, perhaps by raising that rate to 3 cents for them 4 

Paaiaen ae General DoNnaupson. I would think so. However, I 
think it would be improper to raise the rate on the post cards up to 
Scents, which will make our card rate the same as the letter rate. 

Senator Durr. The only reason I am asking is because you said 90 
percent of all post cards are purely advertising: therefore, it seemed 
that the gener: ality of people are paying fo. the it advertising. 

Postmaster General Donatpson. That service cannot be duplicated 
by them for asia Glas t cents. 

The Cnarrm an, That is the postal card you print ? 

Postmaster General se ALDsON. That is the postal ecard. 

Senator Burier. That goes to the question asked—why do you 
not have a reclassification and make these particular people pay ite ut ¢ / 

Postmaster General DonaLpson. It is all the same class of mail, 

Senator Burter. Yes: but when they use it for advertising, airs al 

for a penny instead of 3 cents. 

Postmaster General Donautpson. It would be impossib le in the ad- 
ministration of the pos stal service for the emp plovees in the posti al sery- 
ce to handle each piece of mail and separate the advertising piece of 
mail from what was not advertising : and so vou will have to fix the 
rate for all of them. 

Senator Durr. In view of the fact that they are getting a service 
they could not purchase for 4 cents otherwise, why, it would seem to me 
that, 90 percent of the post cards being of a commercial character and 
thev are making mone vy out of it, they ought to bear the freight on th: at. 
Postmaster General DoNALDSON. We ll, lam forthat. Asa matter of 
fact, the postal card, whether it is an advertising card or a personal 
communication, is handled as is Sere lass mail, it is given the same 
handlia vas ae mail. | naan not be opposed to i dalle that to the 
same rate as letter mail. 

Senator Durr. It would seem to me it shoul | pay its way. 

Postmaster General Don ALDSON. Yes. 
oe Dr rF. Particularly if it gets the same handling as first- 
Class ma . 
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Postmaster General Donatpson. That is right. 

Senator Smaruers. Mr. Postmaster General, a question or two. 
This estimated increase in income that you give here in your statement, 
is that based on the rates being raised on the same volume of business 
now being done? 

Postmaster General DONALDSON. That is right. 

Senator Smatruers. Do you believe there would be the same volume 
of business if the rates were raised ? 

Postmaster General Dona.tpson. I believe there would be the same 
volume of business if the rates were raised, I do not see where else 
they could go to handle that, where it would be any cheaper than the 
postal service at the rates recommended. 

But even assuming the volume is cut in half, we would reduce our 
expenditures to a great amount; I mean, we would have only half the 
mail to deliver and get the same revenue as we do now, with half. 

Senator SmarHers. Would you tell me how many district offices 
operate ata profit—district post offices ? 

Postmaster General Donaupson. Well, as far as I know in my time 
in the postal service, I do not believe the fourth-class offices, and there 
are approximately 19,000 of those, have ever operate “Ll except at a loss. 
That, is, in other words, the cost of oper iting that post office exceeds the 
revenue derived from it. ‘Today the cost of operating every third- and 
fourth-class post office in the United States is more than the revenues 
derived from them. 

But that is not a good barometer. That is part of the great sys 
tem. I mean, for instance, the mail generates in New York, there ar 
shipped 100 c: arloads daily from New York—but where does that mail 
eo and where is it handled? It is handled in all of these small post 
offices. It is part of the whole system, it is part of the chain, and you 
have to keep that whole chain going. These small post offices are 
part of that great postal system, and they will never operate at a profit. 
In other words, the revenues derived at these smal] post offices will 
never be as much as the cost of maintaining the office; but I repeat it is 
part of this great system, just like all communication systems have 
parts that have to be kept going. 

Senator SmarHers. In other words, if you were to raise the rates for 
first-., second-, third-, and fourth-class mail to the extent they actually 
paid for themselves, there would still be deficits in the operation ot 
these small post offices because in these offices they will never make 
sufficient money to carry themselves / 

Postmaster General DonaLpson. No, that is not true, Senator. If we 
raise rates high enough to pay the cost, we would have no deficit. But 
you will always have in any business you can operate some particular 
function that is unprofitable and some that is profitable. 

Let me explain. Now, New York City produces about $165,000,000 
and probably it will be $185,000,000 revenue this vear. On all the 
mail that originates in that city the postmaster in that city obtains 
the revenues. But that mail is handled over a star route and that is 
not profitable; and airlines that are not a profitable operation—none 
of these transportation facilities are profitable—but you must have 
them all in your great communications system. 

Senator SMatruers. I agree. These post offices cannot pay their 
way but at the same time they must be maintained in order to pro 
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vide service. But the question I am trying to ask—and I got a little 
bit confused by the way you answered it—do you mean to say, for 
example, taking the city of New York post office where they have 
such a profit, if that profit were distributed among the other post 
offices as a part of the general income for them too—that is, 1f 
letter is mailed in New York and sent somewhere in Oklahoma to 
some disposal point, if the revenue that came into New York from 
that letter, if the profit were distributed in the Oklahoma outlet, then 
that would mean that that Oklahoma outlet could operate at less of a 
loss ¢ 

Pp ostmaster General Donaupson. Surely. ‘The receipts are counted 
in the office where the stamp is sold and the mail mailed. It is not 
counted at the p lace where the mail is h: undled or tr: insported., Of all 
the mail delivered on rural routes ordinarily the biggest percentage 
ichiad at some other post office and is delivered over the rural 
route. And of course if every post office had to pay its way, you 
would not have any deficit at all. 

Now, it is not fair to assume that just because these smaller offices 
are not profitable and their revenue is not sufficient to pay their way, 
that that becomes a subsidy in the operation of the postal service: 
because that post office is not only there to sell posti we sti aps but 
to write money orders and de liver letters. There is not enough mail 
originating in the small post office to fill one bag: however, the 
mail comes into that post office in 20 or 30 bags to be handled over 
that rural route, let us say. It is part of the system. 

Senator SMatrueErs. | do _ see in your statement how much the 
air mail subsidy mace up of the deficit. 

Postmaster General Donatpson. Well, nobody knows the subsidy 
of the airlines because nobody has determined yet what the fair and 
reasonable rate should be for the Post Office Department to pay the 
nirlines for service performed, plus a reasonable profit. 

The civil Aeronautics Act provides that the Civil Aeronautics 
Board must fix rates sufficient to keep the airlines in the black, so to 
speak. So that 1f a certain rate was fixed that was a reasonable 
rate tO pay the airline for Ti service that they performed for us 
plus a reasonable profit, over and above that would be a subsidy. It 
has been estimated as ranging between $40,000,000 and $50,000,000 
a year. 

Senator SMArueERS. In other words, is it correct to say that differ 
ent airlines get different rates of subsidy ? ' 

Postmaster General Donaupson. That is right. 

Senator SMaruHers. Depending upon the profit from their opera- 
tion ¢ 

Postmaster General Donatpson. Yes. While bills have been pend 
ing in the Congress for the last 2 years to se parate this subsidy so that 
amount can be appropriated directly to the Civil Aeronautics Board. 
! have never worried very much about the subsidy to the airlines be 

‘ause it is the smallest subsidy we have. 

It started in 1918 when the Government operated its own airlines, 
from 1918 to 1926, and since then it has been done | Vv the commercial 
nirlines. Up to 1948 the total postage on air mail has been only about 
$100,000,000 less than all allocated costs. ine luding the subsidy—and 
where would we have been in World War II if we had not had the 
airlines system ? 
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Senator Smaruers. Let me ask you this question: Do you know 
whether any airline has ever come in and said, “We want less subsidy 
now because we think we are operating our airline economically 4 
Do you know of any airline that has asked for less subsidy because of 
improved oper: ation 2 . 

Postmaster General DonaLpson. Well, I know a claim was made 
by certain airlines that by their economical operation they are enjoy 
ing less subsidy than others. Of course, for a feeder line where the 
rate is ordin: arily fixed on flight miles rather than ton miles there is 
more subsidy than trunk lines. 

Senator Smaruers. Thank you. 

Senator McKetuar. You said a while ago you would not recom 
mend a complete balance of the intake and outgo of the Post Office 
Department. Have you ever figured out as to how you could make the 
Post Office Department self-sustaining? Let me state it differently. 
In other words, you have recommended changes in rates which if 
adopted by the Congress would reduce the subsidy or the loss to about 
$90,000,000, 

Postmaster General DoNatpson. Yes, si 

Senator McKriuiar. Now, if the Congress wanted to take away all 
the loss and make it self-sustaining, what would be the next step, to 
vet rid of that $90,000,000 loss ? 

Postmaster General Donanpson. It would be, Senator McKellar, t 
raise the rates a little higher on second-class mail and third-class 
mail than I have recommended. The rates I have recommended on 
second-class mail still leave $160,000,000 subsidy on second-class mail. 
In other words, you would have to raise the rates a little higher on the 
low-revenue classes of mail. 

Senator McKetiar. Would it be probable that such raising of those 
rates would cut down the volume of business to such an extent it would 
not be profitable to them / 

Postmaster General Donaupson. I think. Senator McKellar. the 
rates I have recommended would not do any particular harm to any 
particular publication, nor decrease the volume. The rates I have 
recommended, r: ising them 50 pe reent the first vear and 2h percent 
the second and third vears—th: at is above rates the ‘Vv have been e NyOoy 
ng—I do not think that would do any harm to any publication. 

Now, take your weekly newspaper. That pays a rate of from 50 
cents to $1 a week for postage. If you raise the rates 100 percent it 
means they are going to pay $1 more for eee and a small publi- 

‘ation could absorb that. cost very easily. If it were raised higher 
maybe it could not. Afterall, the postage paid by a weekly newspaper 
is their smallest oper ating cost. and T do not feel a higher rate would 
harm them any. But I recommended, Senator McKellar, the rates I 
thought I could justify. 

Now, I have stated in my opening statement that there are po 
tential increases, potential costs for tr ansportation-cost increases that 
have not been allowed for in the estimates, and T said that those mav 
result from regulatory proceedings now pending before the Interstate 
Commerce Commission and before the CAB, T oe ‘re is a case pending 
before the Interstate Commerce Commission for a 95-percent increase 
for railroad rates, and a case pending before the ¢ CAB for increased 

irline rates, and bills pending before Congress that would increase 








D4 ADJUSTMENT OF POSTAL RATES 


the cost of operating the postal service. So, perhaps I should say this 
is what I recommend now and pehaps if the costs rise, then I should 
come up with other recommendations to follow up. 

Senator Nreety. You have requested the Interstate Commerce Com- 
mission to authorize you to increase the fourth-class mail revenue by 
$105,000,000 a year. If that request were granted what part of the 
S$ 105.000,000 would be imposed upon parcel post pac ‘kages ? 

Postmaster General Donatpson. I do not remember the figure— 
unless Mr. Wentzel can answer that for you. In this case pending 
before the Interstate Commerce Commission we have separated it 
into three categories; one is purely parcel post, another catalogs, and 
another books. It is all parcel post, mind you, but we have recom- 
mended increasing the rates on the merchandise parcel post. the zone 
parcel post, and recommended increase on catalogs and on books. I 
do not reeall what the amount was on the zone-rate parcel post. 

Senator Nrety. Are books shipped by parcel post ? 

Postmaster General Donatpson. That comes under your book rate. 
Bear in mind the fourth-class mail embraces all books and catalogs 
over Ss ounces, 

Senator Nrery. Is there a difference between the general parcel post 
rate and the book rate? 

Postmaster General Donatpson. Yes: there is a different rate. 

Senator Neery. Have you any idea what part of this $105,000,000 
would be imposed upon W hat is know nas parce] post, st rictly speaking ? 

Postmaster General DoNALDson. A little over $90,000,000, 

Senator Nrevy. Do you know whether that would meet the recom- 
mendations made by the railroad express employees and company for 
an increase in the parcel post rates sufficient to enable them to compete 
with parcel post ¢ 

Postmaste : General Donapson. Well, Senator, in this petition I 
have filed before the Interstate Commerce Commission, I asked for 
aut! hority fo puta surcharge on parcel post over ov) pounds of not to 
exceed 50 cents apiece. To my thinking, if the Interstate Commerce 
Commission approves it, that would drive some of that parcel post 
ba k to the ae companies, that is, some of this merehandise now 
being s hipped | rv the wholesale and retail stores. It will not affect 
the mail-order companies. But the express companies have had four 
increases of rates now, and a fifth one is pending which would fix a 
minimum charge of $2. You could not raise the rates on parcel post 
to drive that back to the express companies when they have put a 
minimum charge of SZ on express that would be just impossible. 

Senator Nre.y. If your request were granted by the Interstate Com- 
merce Commission would that give vou authority to effectuate the 
reduction in the weight of parcel-post packages in accordance with 
na recommendation that was contained in the bill reported by Senator 
I) ‘to this committee on the 30th of Se pte mber 1940 4 

Pe ostmaster General Donaupson. No, sir, there is nothing in my peti- 
tion filed before the Interstate Commerce Commission that proposes to 
chs ange oe we ight limitations on parcel post. 

The Cramman. The only thing is you put a penalty on above a 
certain ae 

Postmaster General Donaupson. That is right, a certain weight and 
certain size. 
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Senator Cartson. Mr. Postmaster General, I have read in your 
statement that in 1950 the postal deficit would approximate $590 mil- 
lion and in fiscal year 1951 you estimate it as $512 million, or $78 mil- 
lion less. Now, during that same period your mail was heavier. How 
do you account for the decrease in the deficit over that 1-year period / 

Postmaster General DoNALDSON. Those were the figures used by the 
Bureau of the Budget. In some years there are costs assessed against 
a year that is retroactive. For instance, if CAB should raise the rate 
to air carriers this year and would carry it back to 1947 your cost goes 
back to 1947 and there is a cost in 1950 that was not in there when the 
1950 fiseal year ended—it is retroactive cost. 

The CuatrMan. The same thing as railroads. 

Postmaster General DoNALDsSON. That is right. 

Sen: itor Caruson. I was thinking there was a reduction there of 
some $70,000,000 and I could not see any reason for it. That is why I 
asked. 

Postmaster General Donaupson. Yes, that is the retroactive costs 
have something to do with it; and again while the cost of operating 
the postal service is $1,000,000,000 more this year than in 1945, we 
have absorbed nearly $200,000,000 of the ine reased cost and that has 
something to do with it, and if we had not absorbed that. the deficit 
would have been S700,000,000 instead of $500,000,000. 

Senator Carrson. On that point, would it not perhaps be possib le 
to reduce the deficit still further by the use of mechanical equipment 
and by better coordination of some of the services and administrative 
de partments of the office ? 

Postmaster General Donatpson. Senator, we have followed every 
suggestion that has been made that is practical and which can be ap- 
plied to the postal service. Now, I can answer your question intelli- 
gently if you tell me what you have in mind, any particular technical 
device, 

Senator Cartson. Maybe I should not be reading up on some of 
these matters—I admit it is all new to me—but I am going to ask the 
question. I read one particular item which stated, as I recall, that it 
cost one of the post offices 85 to handle an item when that same opera 
tion in another would probably cost 82.05. 

Postmaster General Don \LDSON, There are those citferences. ves, 
and it is very easily explained. And it is something we do work on 
constantly. 

Let us take for illustration Dallas, Tex., where they have one big 
hop, one big post office building, where all the miatl distribution is 
entralized. All the outgoing mail goes to one place and all the in 
com ng mail is distributed in the same place. And there it is pos 

sible the early evening hours, say around 5 to 6 o’clock to shift your 
men i the incoming mail to the outgoing section. The mail begins 
to come to us about 4 o'clock in the evening. and then when it is all 
(| “patched you can shift the men to the coming mail for city deliv 


ery. gs results 1) operating the service mueh cheaper. And Dal 


is. Tex., has ve rv few Classified stations. 

i Tet us Lo to Boston. which is the other extreme. Boston Pos 
i} District has 92 classified stations and about 21 separate municipal 
ties. At Cambridge, Mass.—and that is part of ere total 
wopulation of Cambridge exceeds the population of Dallas, and vet 
ere are 6 postal Stations in Cambridge whe ‘re mal ] c isto be hi indle a. 


~ 1] 
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And if you have one post office where one clerk is assigned to a win- 
dow duty your unit cost for transactions will not be the same as in 
another office where you have five or six. 

There are so many variables in the operation of these offices that 
there is no yardstick you can fit it to. Now, studies have been made 
since 1929 to try to get a yardstick for unit costs and that is some- 
thing we are still working on. We have post office inspectors at more 
than half a dozen post offices trying to get unit costs. You just can- 
not get unit costs at one office that would be the same for all offices. 
There are too m: uny variables. 

Suppose you had a stamp clerk operating at a stamp window. He 
is there all day long, and he will wait on just so many customers at 
that window, and if he waits on only 50 then his unit cost is going to 
be higher than in this other office where there are 500 customers. 
There are many variables, as I say—and I think when we submitted a 
report to the House in 1948 on that same question, we listed 14 of 
those variables. 

Senator Cartson. You say you are still working on it. 

Postmaster General Donatpson. Yes, sir. 

Senator Cartson. It seems to me there is a field there where per- 
haps the Congress can be of some assistance; has Congress been gen- 
erous in furnishing funds for the equipment you need ¢ 

Postmaster General Donatpson. Yes, for the last few years. We 
could not get equipment during the war. 

The CHarman. That raises another point. All your equipment 
was run down during the war. 

Postmaster General Donaupson. Yes. 

The CuHatrmMan. And since then it has had to be built up and that 
is another added cost. 

Postmaster General Donatpson. Yes. I would like to make this 
statement in connection with what Senator Carlson asked. There 
are sO many misstatements by people who are not competent to make 
statements and who have no know ledge of the situation. 

For instance, the Citizens’ Committee for the Hoover Commission 
made the statement that if we would streamline our accounting sys- 
tem in the Post Office Department we would save $250,000,000 a yea1 

Now, our accounting system is a simple one and it does not cost us 
$25,000,000 a year. So how can you discontinue an accounting sys- 
tem that costs $25,000,000 a year and save $250,000,000 a year? If you 
threw all of your accounting books in the river, you could only save 
their cost. 

Now, we have gone along with the recommendations of the Hoover 
Commission in connection with financial control. We are setting up 
12 regions in the United States. It will not reduce our costs the first 
year or perhaps the second. 

The CuarrmMan. And it may even cost a little more in the first year 
it is set up. 

Postmaster General Donatpson. That is right. 

Senator Cartson- How much would you say you saved from cur- 
tailing service? 

Postmaster General Donatpson. The deficit for the first 6 months 
of this year compared with the same 6 months of the previous year 
was $36,000,000 less. For the 8-month period the deficit was $61,- 
000,000 less than in the corresponding months of the previous vear. 
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Senator Carison. On that same basis, would you save $100,000,000 
for the year ? 

Postmaster General Donaxpson. That is right—not quite that 
much, but we would have in clerk hire in the first- and second-class 
offices and for city delivery about $70,000,000. The saving in the city 
delivery service would be about $28,000,000. 

Senator Cartson. I notice you combined the airmail subsidy with 
the carrying of free mail and other such services. I think in answer 
to Senator Smathers you said $40 million or $50 million might be the 
subsidy for airlines. Now, what is the rest of it, the free mail ? 

Postmaster General DonaLpson. Well, Senator, if the Government 
paid all postage on their mail—and it is not congressional mail I am 
talking about, that is penalty mail, we would have realized about 
$81,000,000 in postage last year. 

Senator Cartson. And that penalty mail of course gets out into 
the counties for farm use and soon. 1am just trying to think of some 
groups of penalty mail. It is not just congressional mail, it is depart- 
ment mail, foreign-service mail. 

Postmaster General DonaLtpson. What I am talking about is the 
penalty mail, use of the mail by any executive departments. 

The CuHarrman. For example, the Department of Agriculture. 
That is one of them. They sent out 150,000 letters to all the farmers, 
and they do that at various intervals in the year. 

Postmaster General Dona.tpson. That amount is included in this 
$160,000,000. 

Senator Carson. Of this deficit of $590,000,000, how much did you 

say it would be safe to assume would be penalty mail? 

General Donatpson. About $81,000,000; and franked mail by Con- 
gress, $1,300,000; and then your subsidy for airmail, you can figure 
that at anywhere from 40 to 50 million dollars; and there also is free 
mail for the blind—and all of those make up this $160 million. 

Senator Carson. I receive complaints from time to time on the 
printing of Government envelopes. What about that situation ? 

Postmaster General Donatpson. Well, I have seen some complaints. 
They originate ordinarily with printers. They do not seem to know 
that we do not print government envelopes here in the Government 
Printing Office. We advertise and accept bids to do that and the con- 
cern that bids and gets it, prints it; and he is not a Government printer, 
he has a contract for it. When his contract runs out anybody else 
that wants to bid for that job can do so. 

We determined at one time about how many printing businesses 
there were in the United States and if all of this Government env elope 
printing job were to be distributed among all of them, it would not 
amount to about $10 apiece. 

Senator Carson, Is there any loss in that operation to the Depart- 
ment ¢ 

Postmaster General Donatpson. There is not supposed to be any 
loss because it includes a 3 cent stamp and we pass on to the purchaser 
the cost of the 3 cent stamp plus the cost of the envelope. 

Senator Cartson. That is all. 

The CHarrMan. Senator McKellar? 

Senator McKe.uiar. I have no questions. 

The CHAmrMAN. Senator Smathers? 

Senator Smaruers. No, thank you. 
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The Crairman. Does any other member think of any questions 
of the Postmaster General ¢ 

Senator McKeuiar. I have no questions. But, Mr. Postmaster 
General, a while ago you said you did not want to remove the entire 
debt or “efic it of the Department, and you may probably be right in 
that—but I wonder if you would put in the record an estimate that 
would remove the deficit entirely. Would you put that in the record? 

Postmaster General Donatpson. Senator, do I understand I can 
put into the record increased rates over and above what fk have recom- 
mended so as to eliminate the deficit ? 

Senator McKetiar. Yes. In other words, how would you do it? 

Postmaster General Donaupson. I understand. 

Senator McKexvar. I am not differing with you on your suggestion 
it not all be removed, but now I am asking you just what you would 
do if you wanted to remove it this year—how you would do it. 

The Cuairman. Not that you are advoe ‘ating it. 

Senator McKetiar. That is right. Iam asking him how he would 
do it and if he would submit that for the record. 

Postmaster General RoONALDSON. I understand. 

The CuarrMan. Also what an increase in the first-class rates from 
3 cents to 4 cents would do. 

Senator Burier. That is more than paying its way now. 

The CHatrrman. Well, here is one thing. Since it has been in- 
creased in 1932 the cost of operating the Department has increased 
about 60 percent, is that not true / 

Postmaster General Donaupson. I think the first-class mail, Mr. 
Chairman, still pays its own way and piles up a surplus of about 
S1LO0.000,000 a vear. 

The Cuairman. I am not advocating anything now. I just want 
that for information. 

Postmaster General Don iLDsSoN. I will put that in the record. 

The CHairman. Yes, put that in the record, and also the informa- 
tion Senator McKellar requested. 

Py stmaster General Don ALDSON. Yes, sll 

(The information referred to is as follows:) 

if » Department’s recommendations for increases in postal rates and fees, 


uding the increases on parcel post mail as submitted to the Interstate Com- 
ree Commission, or authorized, the postal deficit will be reduced to $250,054,000, 


Of this amount, $160,000,000 represents the costs of official, penalty, franked and 
her free mail, air mail subsidies and nonpostal items not chargeable to the 
sers of the several classes of mail and special services and after deducting 

s gmount from the cash deficit of $250,054,000, there remains $90,054,000 as 
‘ ‘ deticit In considering possible sources from which to obtain this 
ount in order to balance postal revenues and expenses it would be logical 
turn to those classes of mail which will still fail to pay their cost after the 
ases proposed in S. 1046 become effective. These are: Postal and post cards, 
newspapers and other periodical publications of the second class and circulars 
nad othe dvertising matter of the third class 
lo raise $90,054,000 additional revenue from these items, the rate on postal 
st cards and the minimum rate for third-class matter might be increased 
te 2ty cents and a further increase on a percentage basis might be applied to 
l sm It is estimated that such additional increases would produce 
the following amounts: 
Postal and post cards at 215 cents each e S238, O00, OOO 
Minimum third-class rate at 2 ents 1, O54, OOO 
ond-class mail, 62 percent PF. OOO, OOO 


Tota =a r a ee 90, O54, OOO 
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While these rates and figures are submitted in accordance with Senator Me- 
Kellar’s request, this is not to be construed as an approval of the additional rate 
increases indicated. On the contrary, it is felt that the increases embodied in 
S. 1046 are as high as the traffic can reasonably be expected to bear without sub 
jecting the users of these services to undue hardship and destroying the wide 
spread business which has been built up in connection with such services 

Increasing the rate on first class (letter) mail from 3 to 4 cents on the first 
ounce would produce additional revenue of about 150 to 200 million dollars, based 
on present-day volume. As previously stated, I would be opposed to such action 
First-class letter mail pays its way and it would be wrong, in my opinion, to 
further tax the users of this Class of mail to make up the losses sustained in the 
handling of second- and third-class mail and the postal and post cards. Raising 
the rate on first-class mail from 3 to 4 cents on the first ounce would probably 
not only reduce the volume of such mail but would divert a great volume from 
the first-class letter rate to the cheap rate which now prevails on third-class mail 

Postmaster General DonaLpson. I would be unalterably opposed to 
passing on to users of the mail an increased rate on the first-class mail 
that pays its own way while doing nothing about other classes of mail 
that produce practically nothing. I would like to read, Mr. Chairman, 
if you will permit me—and I think it is interesting—a statement made 
by the auditor of the Post Office Department in 1902 published in the 
North American Review in June 1902. He says in part : 

The rate of 1 cent a pound, justified only by the educational feature of the 
service, Was intended solely for newspapers and other periodicals devoted to the 
dissemination of news or public intelligence. Enormous use has been made of 
this exceptional privilege for sending novels, “serial” literary works, advertis- 
ing sheets and nondescript publications issued only for private emolument, hav- 
ing no public function and none of the characteristics of a genuine periodical. 
The mails are overloaded with this illegitimate matter, to the extent of one 
fourth of its entire bulk and weight; but it pays only one-fifty-sixth of the reve- 
nue. Postmaster General Smith estimated the actual loss last year on this 
service at $12,340,612. It is a gross and manifest abuse that limited groups of 
private interests, using the mails solely for personal ends, with no public object 
or benefit in view, should succeed in eluding the plain purpose of the law, and 
carry on their illicit transactions at the expense of others. 

Heroic efforts are being made to remedy this evil, but private interests which 
would be adversely affected by the success of these efforts will fight to the 
bitter end, in the Department, in the courts and in Congress, to prevent the abro 
gation of their vested right to raid the Treasury. Congress should sustain the 
Department and not thwart it in this righteous crusade. When private firms 
or corporations can send through the mails at pound rates the trashiest of liter- 
ature, and when manufacturing chemists can circulate their advertising sheets 
everywhere under the guise of legitimate publications, the time for reform has 
come. 

So. this low charge on second-class mail has been battered around 
over the years. I just wanted to read that to point out that it has 
been before the Department in the early years. 

Now, ¢ ‘ongress did right i In Q1V Ing ra cheap, low rate for pub lications 
for disseminating information to the public—but it did that for that 
purpose and not for the purpose of disseminating misinformation. 
And at that time, the printing press was the only medium of getting 
information before the public. But that ischanged. ‘Today you have 
the radio, the telephone, the telegraph, television—and publications 
are only one of the media for disseminating information. And yet 
this same cheap rate that existed 70 years ago prev: ails, when all of 
these publications have become profit-making institutions and nothing 
else—and there is no reason at all to subsidize them. 

And I think that it is wrong to even think about imposing upon the 

public an increased rate on first-class mail that pays its way while even 
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after my recommendations were put into effect you still would have 
a $160 million subsidy on this other mail. 

The CuarrMan. No one is advocating that. 

Postmaster General Donatpson. I know, but I just want to get 
my position in the record. And I would like to insert in the record, 
if the chairman will permit me, a statement here of the average circu- 
lation of the 10 largest magazines, which runs anywhere from 3,000,000 
up to 5,350,000 in the case of Life, which stands at the top of the list. 

Then I would like to follow that up with this statement which 
shows the total investment by advertisers in these magazines, which 
ranges from $19,600,000 to $80,000,000 a year in paid advertising. 

The CuHarrman. That may be inserted. 

(The statements referred to are as follows :) 


How America ranks—Magazines 


| Average cir- 
| culation per 
The first 10 1al | issue (Janu- 
amet ; Magazine ary-September 
magazi 1950) latest 
| | available 
figures 
a " Bd a ee a Scie tia Pee stikdidielittinasiisadedl jbemianitidpandinaitam 
i 
First. _- | Life . poco a cee | 5, 351, 630 
Second Ladies’ Home Journal oe te th ee ; | 4, 543, 856 
Third ...| Woman’s Home Companion. aaon ulst sac ; 4, 060, 614 
Fourth_. 5 ..-| Saturday Evening Post... Sis eke itawalaeniaa i 4, 036, 246 
Fifth... | __ aeRen teaNR Raton tt Saal 3, 817, 188 
Sixt! | Woman’s Day ; aL ; .| 13, 756, 938 
Seventh | Better Homes and Gardens wateatse 3, 472, 538 
Eighth Look ~ | 3, 178, 343 
Nintl ; Collier’s a ata ae a 3, 136, 013 
Tenth American Legion.... 1 3, 027, 896 


| 
| 
} 
} 


1 January-June 1950, Latest available figure. 


Source: Audit Bureau of Control, net paid, including bulk. 


How business ranks—National media 


Total invest- 
ment by 
ve n Medium | advertisers 
eis (January to 
December 1950) 





First Life : te asta ae $80, 365, 507 
Second Columbia Broadcasting System (radio) - - ; er em 70, 744, 669 
Phird__. Saturday Evening Post . : 63, 180, 611 
Fourth National Broadcasting Company (radio) a Spe a 61, 397, 651 
Fifth American Broadcasting Company (radio) - _. ‘i nant 35, 124, 625 
Cit} lime Se : Tee ert 23, 793, 870 
Seventh Ladies’ Home Journal eer ne 22, 485, 163 
Eighth National Broadcasting Company (television) - .. aw 21, 185, 812 
Ninth This Week 3 sata keene ; 20, 328, 167 
Yenth_. Better Homes and Gardens. - -- er . ; ahi 19, 631, 228 


NoTE.—The next 10 national media ran - as follows: Eleventh, Look, $17,765,110; twelfth, Collier’s, 
$17,397,066; tl nth, American Weekly, $17,1 33,298; fourteenth, Mutual Broadcasting System (radio), 
$16,091 ,97 th, Good H¢ vasekeet ng, $13 373,242; sixteenth, Columbia Broadcasting System (tele- 
visior 1), $ }; seventeenth, Woman’s senus Companion, $11,775,230; eighteenth, Newsweek, $10,184,- 
717; nineteenth, Mi C all's S, $9,940,858; twentieth, Country Gentleman, $8,785,551. 











ane Publishers’ Information Bureau (gross figures). Radio and television figures are for network 
time only. 

Senator Cartson. I think, Mr. Postmaster General, we will prob- 
ably have witnesses to testify that the costs of these ae ‘ations have 
gone up and that it is rather difficult to assume additional burdens 
like increased charges proposed by the Post Office Department. 





. oy°”— 


— = 
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Postmaster General DonaLpson. That is true; but always you must 
remember that these publications have also increased their prices 
from 5 cents to 15 cents to pay their increased costs; and there has been 
a 300 percent increase on most daily newspapers and Sunday news- 
papers, and 300 percent increase in magazines—and that is perfectly 
all right. Why should they not do that? 

The CrarrMan. In the case of the county newspaper that is dis- 
tributed within the county, do you have a special rate for that news- 
paper ¢ 

Postmaster General Donatpson. Yes, and I have not made any 
recommendations to disturb what is known as free-in-the-county. 
I am not recommending any change. 

The Cuairman. What is the limitation on the daily paper—how 
many ¢ 

Postmaster General DonaLpson. Well, we placed no limitation in 
here on the amount of circulation. I do not think there is any good 
reason to charge one group a certain rate of postage because they have 
only got 5,000 circulation and charge another a different rate because 
they have got 100,000 circulation. You might just as well apply that 
to first-class mail and say you pay 1 cent if you only mail 10 pieces 
but if you mail 100,000 pieces you pay 2 cents—I have made no limit. 

The CHarrMan. A daily newspaper having a circulation of 5,000 if 
it is within that county in which the newspaper is located, does it 
get it distributed in the county ? 

Postmaster General Donatpson. In the county unless delivered 
through a city delivery office it gets free county rate. I have not made 
any change because it was evident when I was here last year that 
Congress did not want a change. So, I just did not recommend it 
again. 

Senator McKetiar. What would it save? 

Postmaster General Donatpson. Only about $10 million, Senator 
McKellar, something like that. 

The Cuatrman. Are there any other questions? Senator Smathers. 

Senator SmatueErs. No questions. 

The CuarrMan. We certainly appreciate your coming before us. 

Senator McKetiar. A very excellent statement; and I hope you will 
put what I asked for in the record. 

Postmaster General Donaupson. I certainly will, Senator McKellar. 

Senator McKeniar. Not that I advocate it: but it is a goal. 

Postmaster General Donatpson, You want to see what it would 
take to eliminate the deficit. 

Senator McKetuar. Yes. 

The Cuatrman. If you should limit the size of packages, would 
that cut down the cost ? 

Postmaster General DonaLpson. No, sir. I do not believe you would 
cure that situation. What you are thinking about and what I am 
thinking about and the express company is thinking about—I do not 
think you can cure that through the channel of the parcel post, because 
under the law you cannot raise rates on parcel post to more than pay 
their own way; and the express rates are so high, they are many times 
the rate on parcel post. 

You could probably do this, you could prohibit from acceptance in 
the mail any package that weighs above a certain poundage or exceeds 
certain dimensions. But if you did that you would just close the door 
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to all people who wanted to send parcels over a certain dimension or 
certain weight. 

The CHairman. Do you have any percentages on packages over a 
certain weight that go to the rural routes? 

Postmaster General Donaupson. Well, I think that packages over 50 
pounds constitute one-half of 1 percent of all packages mailed, if my 
memory serves me right—but that is 5,000,000 packages. 

The CHarrman. What percent of that is delive red on rural routes? 

Postmaster General Donatpson. I cannot give you that, Mr. Chair- 
man. At the present time my objective in asking for this surcharge 
on parcel post is to drive out of the mail if possible all this freight 
that is being handled not from the usual parcel post customers— 
every day you get from New York City or the large centers carloads 
of freight that has to be handled and delivered to the retail stores 
and which formerly was handled by the express companies and that 
ought to go back there. That is really freight business and we are not 
equipped to handle freight business. 

Senator Burter. You do not have any limitation of size and 
weight / 

Postmaster General DonaLpson. Yes; the limitation on poundage 
is 70 pounds, and on size, 100 inches in length girth, combined. But 
I would not recommend that you take it away from the public—and 
when I am talking about the public, I am talking about the rural 
patrons who receive most of this parcel post ; but. I do think it is 
unfair for the big retailers and wholesalers to do their freight busi- 
ness through us. 

The CHAIRMAN. Since you are talking about rural routes, that is 
the only way these people can get their packages unless they drive 
15 or 20 miles for it. 

Postmaster General Donatpson. That is right. 

The CuarrmMan. And that is why I was asking about these large 
packages, just for information. 

Postmaster General Donatpson. We have no information on what 
percentage of these large packages goes over rural routes 

The CHatrmMan. Last year the bill passed by the House carried cer- 
tain limitations as to weight and size. Do you think that would be 
beneficial or not ? 

Postmaster General Donautpson. I think it would deprive the users 
of parcel post of the privilege they have now; I think that should 
not be done. I did not recommend that. That was a modification 
of the draft of the legislation submitted by me which was done in 
the committee in the House. Of course, I have no personal feeling, 
no official feeling about what Congress may want to do in limiting 
the size of parcel-post packages. I do have a feeling we ought not 
deprive the public of the service they have had since about 1913. 

Senator ae cdena Now I am confused: A minute ago 1 heard 
you say your purpose was to drive them out. 

Postmaster General DonaLpson. That is with the surcharge. 

Senator Smaruers. With the surcharge; but you do not want to 
put it in legislation to prohibit it, you just want to remove it by a 
surcharge; 1s that it? 

Postmaster General Donatpson. Yes: I propose In my petition to 
the Interstate Commerce Commission that I be given authori ity to put 
a surcharge not exceeding 50 cents per parcel for parcels weighing 
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over 50 pounds or too large to go into mail sacks. Whether that will 
drive them out, I am not sure. 

Senator Smaruers. But you would prefer to drive them out that way 
rather than put in a limitation. 

Postmaster General DonaLpson. One-fourth of the entire popula 
tion of this country is served by rural delivery. I do not want to affect 
those people. 

Senator SMATHERS All right. 

The CHAIRMAN. For the information of the committee. do we have 

the record here just what vou requested of the Interstate Commerce 
Commission / 

Mr. Larimer. I have that. 

Postmaster General DonaLpson. I think we can put in the record a 
opy of the petition. 


POSTMASTER GENERAL PETITION To I, C. C 
(See appendix B for Report and Order of ICC) 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D.C... October 13, 1960. 
Hon. J. MONROE JOHNSON, 
Chairman, Interstate Commerce Commission, 


Washington 5. D ¢. 


Dear Mk, JOHNSON: Because of reasons beyond the control of the Post Office 
Department, the cost of handling the several classes of mail (other than first- 
class letter mail) and performing the various special services authorized by law, 
greatly exceeds the revenue therefrom. The postal deficit for the fiscal year 
149 was approximately $550,000,000 and for 1950 only slightly less. <A deficit of 
like amount is in prospect for the current fiscal vear ending June 30, 1951 

The President, in referring to this unsound financial condition in his message 
on the budget for the fiscal year 1950, pointed out the need for additional postal 
revenue to meet rising costs and pursuant to his instructions I prepared a schedule 
of rates and fees affecting general increases for nearly all classes of mail and 
special services, including fourth-class (parcel-post) mail. These schedules with 
recommendations were submitted to the Congress by me on February 21, 1949 

nd embodied in bills H. R. 2045 and 8. 11038. Many hearings on these bills were 
held by the Committees on Post Office and Civil Service of the House of Repre 
entatives and Senate but no definite action was taken thereon during the first 
ession of the Eighty-first Congress 

In his message on the budget submitted to the Eighty-first Congress at the 

ginning of its second session last January the President again emphasized the 
eed for substantial increases in postal rates. On February 9 of this year the 
House of Representatives passed TH. R. 2945 in amended form. Meanwhile S. 1108, 

hich had been amended by the Senate Post Office Committee and reported to the 
Senate, Was recalled and extended hearings were held by that committee on H. R 
2945 but no action was taken on the bill by the committee prior to the recent 
recess of Congress 


As I have already indicated, nearly all of the several classes of mail and the 
special 1 at ; 


| at ecause of the tremendous recurring 
deficits in the operation of the postal service there is urgent need for prompt 
tion to provide additional revenue, something which can be accomplished only 


vy increasing rates. The only authority of law the Postmaster General has to 


‘ 
services are handled at ai loss I 


revise postage rates is that relating to fourth-class or parcel-post matter, em 
bodied in section 207 of the act of February 28, 1925, as amended (39 U.S. C 
447), Which reads as follows: 


“The classification of articles mailable, as well as the weight limit, the rates 
of postage, zone or zones, and other conditions of mailability under sections 240, 
205, and 294 of this title if the Postmaster General shall find on experience 
hat they or any of them are such as to prevent shipment of articles desirable, 
or to permanently render the cost of the service greater than the receipts of 
the revenue therefrom, he is directed, subject to the consent of the Interstate 
Commerce Commission after investigation, to re-form from time to time such 
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classifications, weight limit, rates, zone or zones, or conditions, or either, in 
order to promote the service to the public or to insure the receipt of revenue from 
such service adequate to pay the cost thereof. (Feb. 28, 1925, ch. 368, § 207, 
43 Stat. 1067; May 29, 1928, ch. 856, § 7, 45 Stat. 942.) 

An analysis of fourth-class mail for the calendar year 1949 under the Depart- 
ment’s cost-ascertainment system indicates that the expenditures allocated to 
this class of mail, adjusted for subsequent major increases in expenses, exceeded 
the revenues therefrom by approximately $105,000,000, notwithstanding some 
increases in the rates for such mail were authorized by Congress in the act of 
July 3, 1948 (Public Law 900, 80th Cong.), effective January 1, 1949. 

In view of the urgent, immediate need for a general revision of postal rates 
and the fact that Congress had authorized such a revision by its act of July 8, 
1948, it was my belief that in recommending the further increases so greatly 
needed all along the line Congress should include fourth-class mail in consider- 
ing the proposed general increases because of the relation which the revenues 
and expenditures allocable thereto have to those for the other classes of mail 
and special services, expecially since the loss on both second- and third-class 
mail exceeds the loss on fourth-class mail. However, throughout the many hear- 
ings held by the Post Office Committees of the House and Senate, members of 
the committees frequently expressed the opinion that the Postmaster General 
should reform the rates of postage, etc., applicable to fourth-class mail, com- 
monly referred to as parcel post, in order to make this service pay its cost. 
Other Members of Congress, including some on the Committee on Appropriations 
of the House of Representatives, held the same opinion and it has been accepted 
by Congress as indicated by the inclusion in chapter IV, Post Office Department 
section of the act making supplemental appropriations for the fiscal year end- 
ing June 30, 1951, and for other purposes (H. R. 9526, approved September 27, 
1950, Public Law 8438) of the following general provision: 

“Hereafter, none of the funds appropriated to the Post Office Department from 
the general fund of the Treasury shall be withdrawn from the Treasury until 
the Postmaster General shall certify in writing that he has requested the con- 
sent of the Interstate Commerce Commission to the establishment of such rate 
increases or other reformations (in addition to any specific increases or other 
reformations heretofore or hereafter authorized or prescribed by law), pur- 
suant to the provisions of section 207 of the Act of February 28, 1925, as amended 
(39 U. S. C. 247), as may be necessary to insure the receipt of revenue from 
fourth-class mail service sufficient to pay the cost of such service: Provided, 
That the foregoing shall not be construed to require any increase in the postage 
rate, established by the Act of April 15, 1937 (89 U. S. C. 298c), for publications 
or records furnished to a blind person.” 

There is no question that the present postage rates for fourth-class mail are 
inadequate and fail to provide enough revenue to pay the cost of handling 
such mail. Therefore, pursuant to the provisions of law quoted herein, I hereby 
request the consent of the Interstate Commerce Commission to reform the rates 
of postage for fourth-class mail as hereinafter set forth in order to insure the 
receipt of revenue from such service adequate to pay the cost thereof. 

Fourth-class mail is defined by law as follows: 

“Mail matter of the fourth class shall weigh in excess of eight ounces, and 
shall include books, circulars, and other matter wholly in print (except news- 
papers and other periodicals entered as second-class matter), proof sheets, 
corrected proof sheets, and manuscript copy accompanying same, merchandise 
(including farm and factory products), and all other mailable matter not in- 
cluded in the first or second class, or in the third class as defined in section 
235 of this title, not exceeding seventy pounds in weight, nor greater in size 
than one hundred inches in length and girth combined, nor in form or kind likely 
to injure the person of any postal employee or damage the mail equipment or 
other mail matter and not of a character perishable within a period reasonably 
required for transportation and delivery (R. 8. 3879, as amended; 39 U. S. C. 
240). (Sec. 34.78, Postal Laws and Regulations, Edition of 1948.) 

Although the so-called regular fourth-class or parcel post rates, based on the 
eight parcel-post zones, are applicable to the major portion of this class of mail, 
special rates are provided for certain articles included in fourth-class mail, 
namely, catalogs, books, periodical publications not entered as second-class 
matter, and matter for the blind. The different fourth-class rates now in effect 
and the rates which it is proposed to establish, with the consent of your Com- 
mission, in order to insure the receipt of revenue from fourth-class mail service 
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sufficient to pay the cost of such service as required by law are set forth in the 
following paragraphs. 


Regular fourth-class zone rates 


[Fractions of pounds computed as full pounds} 








Present rates Proposed rates 
! 
7 din } Additional pounds | 

| First mae ae peenensinnaenyetnenas First Additional 

|} pound 2 to 10 11 to 70 pound pounds 

| pounds pounds 

| cents cents | cents cents cents 
Local. : paki 10 | 1 0.75 15 1.2 
land 2 3 12 | 23 2 17 | 2.4 
3 13 | 3 2.8 | 17 3.5 
4 oii . 14 | 4.5 4. 25 19 4.75 
5 15 | 6 5.5 | 21 | 6. 75 
6 16 7.5 7. 25 23 9. 25 
7 17 | 9.5 9, 25 25 11. 50 
By. 18 | 11.5 | 11, 25 | 27 14 


Note.—Exceptions: On parcels for delivery within the first and second zones when the distance by the 
shortest regular mail route from the office of origin to the office of delivery is 300 miles or more the rates shall 
be the same as for delivery within the third zone. On parcels weighing less than 10 pounds which measure 
more than 84 inches but not exceeding 100 inches in length and girth combined the minimum postage charge 
shall be the zone charge applicable to a 10-pound parcel. (These exceptions are authorized by present law 
and no change is srepemed) 


The cost of handling parcels of large size and weight, as well as those which 
must be handled outside mail bags, is greater than the cost of handling other 
parcels and taxes the available postal facilities and equipment. In view of this 
it is proposed, subject to approval of your Commission, that an extra charge, 
in addition to the regular zone rates, be imposed on such parcels, the extra 
charge to be prescribed by the Postmaster General at not exceeding 50 cents for 
parcels weighing over 50 pounds or not exceeding 25 cents for parcels weighing 
not more than 50 pounds but which must be handled and transported outside of 
mail bags. 


Fourth-class rates for catalogs and similar printed advertising matter in bound 
form consisting of 24 or more pages in parcels weighing over 8 ounces but not 
exceeding 10 pounds, each piece being individually addressed 


[Fractions of pounds computed as full pounds] 





Present rates Proposed rates 
Zones | 

First | Additional} First | Additional 

pound | pounds pound pounds 
siete atta siesta aghlelaa erste sie sacinnnitctia shat taitallane ential se 

Cents | Cents Cents Cents 
Local. - . 7.5 os 10 1.5 
land 2. ps 4 3 | 8 8} ll 2.5 
3. ééade | 9 4 12 3 
4. A = , } 10 2.5 13 4 
5 12 3 15 5.5 
6. 13 4 16 7 
me 14 5 17 y 
8. ‘ 15 6 18 ll 


It is proposed to continue the provision of existing law that on parcels of 
catalogs and similar printed advertising matter for delivery within the first 
and second zones when the distance by the shortest regular mail route from 
the office or origin to the office of delivery is 300 miles or more the rates shall 
be the same as for delivery within the third zone. 

The present fourth-class rate for books containing no advertising matter 
other than incidental announcements of books (except for books sent by au- 
thorized libraries to readers and when returned by such readers), is 8 cents 
for the first pound and 4 cents for each additional pound regardless of the 
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zone of delivery. The limit of weight is 70 pounds. It is proposed to increase 
this rate to 10 cents for the first pound and 5 cents for each additional pound 
up to but not exceeding 10 pounds. For parcels of books exceeding 10 pounds 
the regular zone rates shall apply, provided that such Zone rates may also 
apply when the postage at those rates is less than at the rate of 10 cents for the 
first pound and 5 cents for each additional pound. While the proposed rates 
may not fully cover the cost of handling books they will reduce the loss sub- 
stantially because of the limitation of the flat rate to parcels not exceeding 
ten pounds 

No change is proposed in the present rate for library books, namely 4 cents 
for the first pound and 1 cent for each additional pound when mailed for de- 
livery within the first three zones or the State in which mailed, in view of the 
long-established poles of Congress to accord a special rate to such books. 

It is believed that the rates herein proposed will be sufficient to pay the 
cost of the fourth-class mail service, as contemplated by section 207 of the act 
of February 20, 125, as amended (39 U. S. C. 247). and meet the condition 
placed upon the Department by the provisions embodied in chapter IV of the 
wet of September 27, 1950 (Public Law No. 843), making supplemental ap- 
propriations for the fiscal year ending June 30, 1951. 

For yvour information in considering this request there is attached a memo- 
randum prepared by the Department’s Cost Ascertainment showing details of 
the revenue, expense, and volume of each of the subclasses of fourth-class mail 
handling during the calendar year 1949 and the average weight, revenue, expense, 
and loss per piece. The Cost Ascertainment data for the fiscal year 1950 are not 
yet available 

However, from the information at hand it is quite apparent that the postage 
collected at present rates on fourth-class or parcel post mail falls far short of 
paying the cost of handling such mail and that despite the increased rates pro- 
vided by the act of July 8, 1948, which have been in effect since January 1, 1949, 
the loss in handling fourth-class mail has been steadily rising. Obviously, 
the rates for all zones are too low and the proposed schedules of rates are 
designed to remedy this situation. The over-all increases in rates herein pro- 
posed are quite moderate and the new rates will still be lower in most instances 
than those provided by any other transportation agency rendering comparable 
service 

In view of the urgent need for additional revenne it is important and highly 
desirable that this request be given prompt consideration by the Interstate 
Commerce Commission and your cooperation to that end will be appreciated. 
If the proposed rates meet your approval it is planned to make them effective on 
the first day of the second quarter beginning after the date of such approval 

Sincerely yours, 
J. M. DONALDSON, 
Postmaster General. 


Prst OFFICE DEPARTMENT, 
BUREAU OF ACCOUNTS, 
Washington BS. D (., October 12, 1950. 

He POSTMASTER GENERAI 

An analysis of fourth-class mail for the calendar year 1949, made by the 
Divisic of Cost Ascertainment, indicates that revenues and expenditures from 
this class of mail are approximately as shown below 

The revenues for the calendar year are based on the rates under Public Law 
900, effective January 1, 1949. The estimated revenues for the 1949 volume of 
fourth-clauss mail, calculated at the increased rates which you propose to recom- 
mend to the Interstate Commerce Commission on zone rate parcel post, catalogs, 
and books, in order to insure the receipt of revenue from fourth-class mail serv- 
ice sufficient to pay the cost thereof, are also shown. The expenditures ure based 
on actual costs incurred during the calendar year 1949, adjusted for subsequent 


major increases 1n expenses 
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Fourth-class mail, calendar year 1949 


I nder Ad ust y t 
Public I W | i I wen I ro 
10 ver reve r 

70 rat $ ( 422 S468 » $ 209. 4 S47 ' IN 
Catal 45 0,478 S14 t ) 
Book | ) 9 { ~ 
Library t k 14 ] {Ss 1 
Put Y 

ince 204 i 2 $21 v2 i 
Matter for bli r ind 4, 382 S, 4 i 

lotal four Cla ee {7s { ‘ Ss 2 
I les $1,862,724 ] i] f 


The estimated revenue on zone rate pare el post does not include revenue which 
might be derived from the requested authority to impose surcharges on parcels 
exceeding 50 pounds in weight, and parcels which must be handled outside of 
mail sacks. 

The details of revenues, expenditures, and volumes of each of the subclasses of 
fourth-class mail for the calendar year 1949 are shown in attached tables 1 to 
6, inclusive. 

foth revenues and adjusted expenditures are stated in exact amounts as 
definite figures are carried through the calculations to balance out the specific 
accounting figures which are apportioned. The results should be interpreted 
as reasonably accurate approximations and not as precise amounts 


J. W. ASKEW, Comptroller. 


TABLE 1 Zone rate parcel post, calendar year 1949 














Pieces number 1, 024, 709, 124 
Weight - pounds 6, 911, 140, 770 
Average Weight per piece do 6. 74 
Average expenditure per piece (adjusted ) cents 1. 7O1 
Average revenue per piece do 36. SSO 
Average loss per piece do Ss SIL 
‘revenue per piece at proposed rates do 16. 546 

Exce ( 
Reve Revel I ] ( r 

Zone cal proj n S lit 
) rat j ed 
| i 
Lo gh 59 { QO RRO ) SQ 736. Of $ ‘ 
land 17, 302. SH 25, RF } 2 H5/ 9 y 
$3, 76 77, 052, 58 275, 549 I 
4 7, 485 St 11 84, 695, 383 2 4. 208 
2s 7 1,163 1, 404 
6 2 44 } 5, 211 OX R34 
7 17 44) 9) 3, 112. 0 118. GOR 
x *H 4 { 9 AAR. SS 109. S58 
! i] hand! ( 1 797.01 707 I 
Total 8 003. 422 176, O61. 486 468, 302.8 R 658. 633 

D> t ‘lude proposed sure I ve t I eacl nd 

I } lled outside | ok N ‘ t : lable t t} 
( ents ¢ h « r ! I ist $ { M e 
. ten ho har i 1 
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TasBLeE 2.—Catalogs, calendar year 1949 





























a a a ci salesman inane EE a on 109,503,059 
ea oe eet ebgaienemeeen bi ants eee, 219,740,752 
Average weight per piece........--..........- Niece iipehccats sca habia 2.01 
Average expenditure per piece (adjusted) —___- RN oie cite 17.899 
Average revenue per piece___------_------~-_- DOA hasten’ 10.462 
RUSTE TONNE: DIRDB Soe ce wn ciaticnnd iv ictictamaieaninieiatcnisatadity 7.437 
Average revenue per piece at proposed rates__._.do____.-----___._- 14.956 
<< ~ ee oan 
| Excess of 
Revenues | Revenues at : expenditures 
Zone calendar proposed wethaten over revenues 
year 1949 rates at proposed 
rates 
I a $839, 770 $078, 642 $138, 872 
1 and 2.. nscupathekit state gteenwamnaee | 9, 742, 432 14, 058, 039 16, 923, 174 2, 865, 135 
a ediciones ncebdeiinimaciomentatesin scknabal 604, 826 824, 965 977, 453 152, 488 
Oe dee comamedines 261, 142 347, 599 409, 156 61, 557 
Ree : neat 95, 868 125, 376 134, 590 9, 214 
ee i . Solicisrcneieil 19, 269 24, 488 26, 521 2, 033 
Teapihieitisin . wind ee 17, 085 21, 729 22, 965 1, 236 
| ssiahine uitedaldaliasitasataeikeaeaikiistenddemian eile 99, 271 134, 813 127, 977 +6, 83% 
| EE ae peat haere | 11, 456, 517 16, 376,779 | 19, 600, 478 3, 223, 699 
| | | 
TasLe 3.—Books, calendar year 1949 
i ecciccaa piconet itn cesatta iain imac en eimniniedanienadalenasiaahianneel number... 37, 483, 799 
kaa a aa a el cae pounds_. 183, 054, 829 
Sa I NE NN i idninn nce cencawnand a 4, 89 
peiecdakicticteicak etna ae sciabeiese suena neeiingceingreeietotng 
| Average per 
| Amount | piece 
‘einen aa | 
Cents 
I I a ad eo ca i alain alglanboninmeemaemnan $14, 629, 033 39. 080 
Revenues !_ _. . ines Sedation tsmbabnbeane ‘ | 9, 331, 319 24. 928 
Revenues at proposed rates ? Secisin sons delice iceaisrindaeien cece) = 43. 565 
Excess of revenues at proposed r¢ ates over e xpe nditures racine deakls jadudeiadindl | 1, 679, 034 4. 485 


Includes special handling fees amounting to $65,647. 

2 Includes special handling fees amounting to $65,647. Also includes revenues of $9,882,523 calculated at 

parcel-post Zone rates on all parcels weighing in excess of 10 pounds each, which are not acceptable under 

the proposed book rates. A part of this volume may not be retained in the mails, and revenues may be 
reduced accordingly. 


Tas_Le 4.—Library Books, Calendar Year 1949 














inmate number_. 1, 078, 648 
aN a alla ac eat lec sa Seelam pounds__ 5, 963, 481 
ae IE ita reenact Pein 5. 53 
- Ss ali wei = — 
Amount Average per 
| piece 
sella a ales asinine — 
| Cents 
Expenditures (adjusted cicada ; salsa sclaieiltlaesqhctataciiciliaiil $2 es 25. 03 
Revenues a De ie lan wiainanil 102, 544 | 9. 51 
Excess of expenditures.__- oa Sani sintaiccedbicuieiamal 167, 488 | 15. 52 
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TABLE 5.—Publications not entered as second class (over 8 ounces), 
calendar year 1949 


I eis ables cctditancsenicnscahn lag sateen Death cs dceaeteyrtciek tele _number_. 12, 027, 921 
We hte thet briana tinier dadeniieins ......pounds..._ 9, 195, 162 
A EEG, TOE UI icici ceteris eset tascam ceconn satiate a .76 


Amount Average per 





i 
| piece 
| Cents 
Expenditures (adjusted)-...............--..-.. | $1, 900, 7 15. 80 
Revenues i¢¢_scRetseqeewar 027, 204 7.71 
NN os i, leek hamedeaeiaiune amides ae 973, 426 8. 09 


TABLE 6.—Matter for blind, 1 cent per pound, calendar year 1949 


i coe tcc alasaebidncernke a denied sind Nicteieaae endian number... 37, 767 
I ene Nithech engch ab eatin setae nn ctenacabialth cneth chan nian anlaetinmend bee idleneaaaiddaal pounds__ 397, 639 
PE Re ee ee ee 10. 53 


Amount Average per 





| piece 
anuiancnauiieiitaliniainiadnestinininimetnimines pemneemnnterinne " om = -| paimniogsiat ae 
| Cents 
Expenditures (adjusted) ; ‘ 28, 543 75. 58 
EEE Sn ae . onus " | 1 4, 382 11.60 
Excess of expenditures_._---. edhsadutseditmeneiee 24, 161 63. 98 


' Includes $66 from special handling fees, 


The following table shows the additional revenue anticipated from the several 
subclasses of fourth-class or parcel-post mail at the rates proposed by the Post- 
master General, to which the consent of the Interstate Commerce Commission 
has been requested : 





Ci Re aa ibid eens de cet bien aiiens cheat cai Sal $94, 161, 944 
I hi iis se a ak a a 4, 920, 262 
ie init a a ia il aE id ae 6, 180, 151 

aE 105, 262, 357 


The CuarrMan. I see. Now, another question along that line. Can 
they amend in any way your petition ? 

Postmaster General Donatpson. Well, Mr. Chairman under the 
law as I view it, the Postmaster General is directed to petition the 
Interstate Commerce Commission for certain increases in this class 
of mail and I think the only function the Interstate Commerce Com- 
mission has is that they may consent or they may deny. I do not think 
they can amend anything which I sent over there. 

The Cuamman. If there was something in that petition they did 
not agree with the only thing they could do would be to deny it? 

Postmaster General DonaLpson. Deny it; that is right. 

Senator Burier. You can always re- petition to meet their objection. 

Postmaster General Donatpson. That is right. 
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You must bear in mind the Congress ordered me to file this petition 
with the Interstate Commerce Commission to make sufficient revenues 
to make it pay its way; and that is what I did. 

Mr. Larimer. Mr. Chairman, I would like to ask the Postmaster 
General this question, please. Following up the amendments of the 
House last year, there was a final floor amendment that would have 
further modified the question of size and weight but it would not apply 
to the rural routes and smaller post offices. I was looking up the actual 
amendment in the bill. 

Postmaster General Don apson. The way the House passed the bill 
it would be impossible for the Post Office Department to administer it. 
Mr. Larimer. You are referring to the House floor amendment ? 

Postmaster General DoNALpDson. The House floor amendment. 

The Cuarmman. Senator McKellar has asked that be read. It isa 
very short.amendment. 

Mr. Larimer (reading) : 


FOURTH CLASS (PARCEL-POST MAIL) 


Sec. 5. (a) On fourth-class matter (not exceeding seventy-two inches in 
girth and length combined and limit of weight over eight ounces to forty pounds 
in the first and second zones and twenty pounds in the third to eighth zones; 
except that in the case of parcels (1) mailed at any post office or on any rural 
or star route for delivery at any third- or fourth-class post office or for delivery 
by any rural or star route carrier, or (2) mailed at any third- or fourth-class 
post office or on any rural or star route, the limit of size shall be one hundred 
inches in girth and length combined and the limit of weight shall be over eight 
ounces to seventy pounds) ” "Ss 

In other words, the present law continued as to those special deli- 
veries. 

Postmaster General DonaLpson. That would mean, Mr. Chairman 
and members of the committee, that a post office clerk would have to 
know when he accepted a parcel whether it is going to be delivered on 
a rural route or star route or third- or fourth-class office. 

Senator McKetiar. You would not recommend it? 

Postmaster General DonaLpson. No, sir. 

Senator McKetiar. You feel as a practical matter it would be im- 
possible to carry it out? 

Postmaster General Donaupson. Yes, sir. 

Senator McKetxiar. I can see that very easily. 

The Cuatrman. Are there any other questions from any member 
of the committee ? 

( No response. ) 

The Cuairman. We certainly again thank you. 

Mr. Latimer. Mr. Chairman, off the record. 

(Discussion off the record.) 

The Coamman. We will hear you, Mr. Dickmann. 


STATEMENT OF BERNARD F. DICKMANN, POSTMASTER, ST. LOUIS, 
MO., PRESIDENT, NATIONAL ASSOCIATION OF POSTMASTERS OF 
THE UNITED STATES 


Mr. Dickmann. I just want to vo on record as president of the 
National Association of the Postmasters of the United States. repre- 
senting approximate ly Hor OO postmasters of America, that I favor 
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the bill that Postmaster General Donaldson has been speaking of, 5. 
1046, a bill to readjust postal rates. I just want to go on record for 
the association. 

Senator McKeiiar. You are in favor of it. 

Mr. DickMann. | am in favor of it; yes. 

The Cuamman, We certainly thank you for coming here. 

Senator Smaruers. If there are any other witnesses as short as that, 
I suggest we hear them now. 

The CHarrMan. Does anyone else want to go on record’ Identify 
yourself for the record, sir. 


STATEMENT OF JESSE V. HORTON, LEGISLATIVE REPRESENTA- 
TIVE, NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Horron. My name is Jesse V. Horton, legislative representa 
tive of the National Association of Postal Supervisors. 

For our organization, we wholeheartedly endorse the principle of 
increased postage rates which will bring the postal deficit down to a 
reasonable amount and which will bring in revenues to more nearly 
equal the cost of handling. We believe this bill S. 1046 is a fine step 
in that direction and we wholeheartedly endorse it. 

The CoatrMan. Have you a written statement ? 

Mr. Horron. No, sir: I do not. 

The CHairman. Would you like to place one in the record ? 

Mr. Horron. I would: yes, sir. 

The Cuairman. We will put it in the record. 

(The statement referred to is as follows:) 


STATEMENT OF J. V. Horton, LEGISLATIVE REPRESENTATIVE, NATIONAL ASSO- 
CIATION OF POSTAL SUPERVISORS 


Gentlemen: My name is Jesse V. Horton, legislative representative of the 
National Association of Postal Supervisors, whose membership comprises more 
than 16,000 postal supervisors, including assistant postmasters, in first- and 
second-class post offices in every State and Territory. 

lor several years past, the expenditures in the operation of the postal service 
have exceeded the postal revenues by large amounts, notwithstanding economies 
and increasing man-hour production in all postal operations. The cost-ascertain 
ment procedure used in the postal service, which we sincerely believe to be the 
most accurate system that can be devised for determining the cost of handling 
the various classes of mail and performing the many special services, clearly 
shows that the rates and fees now in effect, and which have not been materially 
increased for many years, produce revenues less than the cost of rendering 
service on all mail except first-class letters and on all special services except 
postal savings. 

Prices of commodities and services in every line of business and industry have 
risen materially during recent years and we sincerely believe that the proposal 
for increased rates and fees, as embodied in §. 1046, is logical and in line with es- 
tablished practices and principles of good business. 

We therefore indorse and urge favorable consideration of this bill S. 1046 


Mr. Lari R. Mr. Chairman, unless someone Wanhts to speak on the 
bill now. when we meet again as a full committee to take up S. 1046 
Tuesday morning, April 3, at 10 o'clock we will first hear those wit 
nesses who wish to testify on the bill as a whole: they will be Mr. 
William C. Doherty, Jerome J. Keating and R. R. Kremer 
of the N itional Association of Letter Carriers, and perhaps others, 
hefore ve heoln the discussion of the bill section by section. 
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The Cuamman. It will be understood that those in favor of the 
bill will be heard first. 

Mr. Latimer. Yes. 

The CHatrman. Very well. The committee is adjourned until 
Tuesday, April 3, at 10 o’clock. 

(Whereupon, at 11:45 a. m., the committee adjourned until 10 
a. m., Tuesday, April 3, 1951.) 
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TUESDAY, APRIL 3, 1951 


Untrep States SENATE, 
CoMMITTEE ON PosTOFFICE AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. in room 
135, Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. _ ' 

Present: Senators Johnston (chairman), Pastore, Langer, Carlson, 
Dirksen, Welker, and Butler (Maryland). 

Also present: J. Austin Latimer, chief clerk and counsel, H. W. 
Brawley, staff director, and Nelson B. Wentzel, Deputy Assistant 
Postmaster General. 

The CuarrMan. The committee will please be in order. 

Mr. Doherty, you may proceed in any way you want to. 


STATEMENT OF WILLIAM C. DOHERTY, PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS, ACCOMPANIED BY JEROME 
J. KEATING, NATIONAL SECRETARY; AND R. B. KREMERS, NA- 
TIONAL ASSISTANT SECRETARY 


Mr. Donerty. Mr. Chairman and members of the committee, my 
name is William C. Doherty. I am president of the National Asso- 
ciation of Letter Carriers. Our organization represents city, village, 
and rural carriers throughout the United States, Puerto, Rico, and 
the Hawaiian Islands. Our membership at this time is slightly in 
excess of 103,000. I am accompanied here this morning by our 
national secretary, Jerome J. Keating, and our national assistant 
secretary, R. B. Kremers. Our national vice president, Daniel R. 
Sullivan, who has 45 years of postal service, is out of the city. 

Senator Lancer. Would you mind introducing the members of the 
Association of Letter Carriers who are with you to us? 

Mr. Donertry. Mr. Keating here is our national secretary, and Mr. 
Kremers is our assistant national secretary. Mr. Keating hails from 
Minneapolis and he has over 30 years of service, and Mr. Kremers hails 
from Seattle, Wash., and he has had over 30 years of service. 

Senator Lancer. Where is Mr. Sullivan? 

Mr. Douerry. Mr. Sullivan is unavoidably absent on official 
business. 

Senator Lancer. Have all these men been in the employ of the Gov- 
ernment at different times ? 

Mr. Donerry. Yes, including the present witness, Senator Langer, 
and I have had 28 years as a letter carrier in the United States postal 
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service. All of them have had 30 years or more, excluding myself. 
I served 28 years. 

Senator Lancer. What positions did they hold? What kind 
jobs? 

Mr. Donerry. All'of them are letter carriers and they have been 
identified with the National Association of Letter Carriers over a 
long period of years. 

Senator Lanerer. I notice the Deputy Assistant Postmaster Gen- 
eral is here this morning. Are you appearing here for the Post Office 
Department ¢ 

Mr. Wenrzew. I have been invited to attend the hearings. 

Senator Lancer. I think he ought to be allowed to ask any ques- 
tions that he wants toask. You have been with the Department over 
10 years, haven't you ? 

a Wentze.. Forty-four years. 

ator Lancer. I think it would be nice to have him allowed to 
ais any questions that he desires. I make a motion that he be allowed 
to ask any er that he may want to ask. I would like to have 
somebody from the Post Office Department who can ask questions in 
these hearings. 

The CHarrMan. Proceed, Mr. Doherty. 

Mr. Donerry. Mr. Chairman, I will be perfectly willing to answer 
any and all questions relative to the statement I am about to make. 

The National Association of Letter Carriers appears this morning 
before this distinguished committee to endorse the principles em- 
bodied in S. 1046, a bill to increase certain rates of postage. We 
have certain amendments to suggest which will be developed in my 
statement. 

It has been our historical policy to regard the postal establishment 
as an agency of service for the Ame ‘rican people. It was never meant 
to be a profit-making institution: its sole function is to furnish the 
American public with certain, swift, and efficient mail service at rea- 
sonable and fair rates. In appearing here this morning, we do not 
recede from that position one iota. Rather, we are here because the 
postal establishment is no longer giving speedy, sure, and dependable 
mail service, and our organization wants to do what it can to restore 
the service. 

We believe that the postal establishment today is confronted with 
the gravest problems that have ever beset it in its long and glorious 
history. We do not believe, however, that these problems are insur- 
mountable. Although they are serious problems, they definitely are 
not insoluble. We believe that by facing the issues with courage and 
conviction, the post al service can be restored to its one-time high 
level of efficiency; the morale of the employees raised, their wages put 


on a par with present-day cost realities, and the fiscal aggravations 
of the De — nt lessened. In brief, we are here to tell the story 
as it is: we are here to offer a. criticism in the present posts al 
crisis. We are here to be helpful, if we can. We want to do what 


we consider right for the best ae of the general public and the 
postal service, as well as for our own membership. 

Under the provisions of S. 1046 it is proposed to raise $166.320,000 
in additional revenues, including $2,586,000 by departmental action 
under laws previously authorized by the Congress. The Eighty-first 
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Congress ordered the Postmaster General to avail himself of an 
acensg given him years ago which permits him to apply for in- 
creases | parcel- post rates (fourth-class mail) direct to the Inter- 
state Commerce Commission. The congressional mandate of which 
we speak was directed to the Postmaster General in September 1950, 
About. 5 months prey iously, in April 1950, the Senate Post Office and 
Civil Service Committee suggested that the Postmaster General seek 
relief from the ICC, but he ignored the suggestion and did not pre 
sent his case to the ICC until ordered to do so by Congress. <A re 
quest 1s how pending before the ICC to increase parcel-post rates in 
an estimated amount of $105 million. 

Thus we find that the combined estimated total additional revenue 
from all of these sources 1s S271,820,000, 

It must be remembered that in neither the general appropriation 
bill nor in the rate bill before you are budget: ary allowances made 
for increases in transportation charges: there is no request in either 
bill for funds to restore the postal functions eliminated and/or cur 
tailed by the Postmaster General’s drastic order of April 17, 1950: 
and there is nothing in either measure to provide money for salary 
increases for postal employees. In other words, the measure, S. L046, 
as it now reads is in reality only one-fourth of a postage rate in- 
crease bill. We have the highest admiration and respect for the 
sponsor of S. 1046, the distinguished chairman of this committee, 
Senator Olin D. Johnston, of South Carolina. We are also aware 
that Senator Johnston introduced S. 1046 “by request” and in so 
doing made his position clear by stating in effect that he reserved 
the right to agree or disagree 1 Wn whole or 1n part with the bill. But 
we are terribly disap pointed that the people in the Post Office De- 
partment who drafted S. 1046 did not have the courage or perhaps 
the conviction to send you distinguished gentlemen a rate increase 
bill that not only provided for additional postage revenue, but like- 
wise made provisions for full restoration of service, wage increases 
for employees, and increased transportation charges. 

Senator Lancer. Would you mind reading a little bit slower, Mr. 
Doherty. 

Mr. Donerry. I would be happy to, Senator Langer. 

We think it is as certain as day or night that the railroads will 
get another increase in pay for hauling mail. The phrase “another 
increase” is used advisedly, because on December 9, 1950, the Inter- 
state Commerce Commission announced its approval of a previously 
arranged agreement between the railroads and the Postmaster Gen- 
eral for $312 million in so-called back pay for hauling the mails. This 
deal between the railroads and the Postmaster General covered the 
period between February 18, 1947, and December 31, 1950. A little 
less than 3 weeks ago, hearings were concluded before the ICC for 
hew rates beginning January 1, 1951. 

Senator Langer. May I ask you a question there, Mr. Doherty ? 

Mr. Donerry. Certainly, Senator. 

Senator Lancer. Did the ICC take testimony there? 

Mr. Donrrry. Yes; the hearings were opened on November 8 
iJoU, Senator. 

Senator Langer. Did you testify / 

Mr. Donerry. No: I cid not. ] was not invited to do SO. Up to 
how, Senator, our organization has never taken a position on a rate 
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bill. We are doing it now in desperation because of the acute situa- 
tion confronting not only the employees but the postal service as a 
whole. 

Senator Lancer. Does it strike you as peculiar to the amount that 
the railroads got, $312,000,000, is a very, very large sum for back pay ? 

Mr. Donerry. The amount involved is over and above what they 
have already been paid under prevailing rates. This is called back 
pay. I would prefer to call it additional pay for hauling the United 
States mails over the railroads for the period February 18, 1947, 
through December 31, 1950. 

Senator Lancer. I would like to ask the chairman of our com- 
mittee whether this committee had any notice at any time that testi- 
mony was being taken before the ICC and whether we were repre- 
sented at that hearing? 

The Cuarmman. I don’t think this committee had a representative 
there. 

Mr. Latimer. Mr. Chairman, we were not officially represented at 
the hearing. However, we were advised by the Postmaster General in 
a copy of his petition that he had filed with the ICC, which was sent 
to the committee and we have it on record in the committee. 

Senator Lancer. I certainly was not notified. I knew nothing 
about it. I would certainly have been over there had I been notified. 
I would like to know how they arrived at giving the railroads 
$312,000,000 in back pay. 

Mr. Donerty. Mr. Chairman, may I add there that the compromise 
agreement was put in the form of a stipulation. Now I am not a 
lawyer, but the stipulation was agreed upon between the Post Office 
Department and the railroads some time during October of 1950, and 
the announcement was made at the hearings before the Interstate 
Commerce Commission, which opened on November 8 of last year and 
the decision of the Interstate Commerce Commission is dated 
December 4, 1950, and was announced on December 9, 1950, and it is 
known as docket No. 9200 in the Interstate Commerce Commission. 
All of that information is a matter of public record and it is available 
to the members of the committee, and it did grant $312,000,000 so- 
called back pay allowances to the American railroads. 

Senator Lancer. The first I knew about it was when I saw the 
anouncement in the newspapers. I am satisfied our committee was 
never officially notified of any hearing, and I don’t think our com- 
mittee was represented there. 

Mr. Donerty. Senator Langer, over and above the $312,000,000, as 
I said in the statement, a little less than 3 weeks ago hearings were con- 
cluded before the Interstate Commerce Commission for new rates 
beginning January 1, 1951. There is some talk now about a 38 per- 
cent increase in the rates paid to the railroads over and above what 
they had been getting. It is entirely up to the Interstate Commerce 
Commission. 

Mr. Latower. Mr. Chairman, may I correct the record. I was under 
the impression that Senator Langer had reference to the order of the 
Interstate Commerce Commission to grant increases in fourth-class 
mail. A copy of that order was sent to the committee by the Post- 
master General in explaining why that item does not appear in S. 1046. 
So far as I know no information was ever sent to the committee with 
reference to the order with regard to the raise for the railroads. 
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Senator Lancer. Mr. Chairman, I would like to have the record 
show that at the very time when this hearing took place there was 
pending before this committee the resolution that I had introduced on 
the railroad rates, the resolution of Senator O’Conor, who is a mem- 
ber of this committee, dealing with airplane rates and ocean rates, and 
Senator O’Conor and Senator Neely had been appointed as members 
of a subcommittee. We had had some hearings and yet this com- 
mittee was entirely ignored. ‘The testimony we had introduced never 
was presented to the Interstate Commerce Commission. I would like 
to find out why the Interstate Commerce Commission ignored this 
committee, in view of the fact that we had that very investigation 
vending before us. 

The Cuatrman. I agree with the Senator from North Dakota, that 
we should have been notified and we would like to keep up with what 
is going on. 

Senator Lancer. That is a large sum of money to give to the rail- 
roads, $312,000,000. 

Senator Dirksen. Senator Langer, may I intrude at that point. 
Certainly I will not approve any action on this bill until we go into 
the mail pay very thoroughly. The General Accounting Office made 
a very considerable study of it, and I have the report here. It is very 
intriguing. I see some possibilities of real economies in that field and 
I hope you will join with me when the time comes. This thing will 
show up in the Federal appropriation bill as it passed the House, 
and they are holding hearings in the Senate Appropriations Com- 
mittee this morning. However, when it comes to the floor we ought 
to take an additional look at it, because it is tied up with this question 
of revenues and expenditures. Obviously it shows up in the form of 
a rather large deficit, so 1 would like to look at it. 

The Cuarrman. I agree with the Senator from Illinois. When we 
are here considering a raise in rates to try to balance the budget we 
ought to look into the expenditures also. 

Senator Dirksen. Mr. Chairman, in that connection, let me suggest 
now that before the hearings conclude we contact the (¢ ‘omptroller 
General and get the : appropriate person who made that investigation 
on mail pay, ‘and have a session with him or with them, if there are 
more than one, in this committee. It is not only very enlightening, 
but I think it would be very fruitful for the purpose of endeavoring, 
of course, to cure the deficit in the post office. 

The CHarrman. Can you get over here at one of our meetings, Mr. 
Wentzel? 

Mr. Wenrzeu. Certainly. 

Senator Dirksen. There is no hurry about it, just that we do it some 
time before the hearings are concluded. 

Senator Lancer. I am personally very grateful to Mr. Doherty here 
for bringing this matter to our attention again. He is certainly to 
be commended for it. 

Mr. Douerry. That is one phase of my statement, Mr. Chairman. I 
appreciate Senator Langer’s deep interest in it, and the deep interest 
of all the members of the committee. It is just one phase of the whole 
statement. May I proceed ? 

The CHatrmMan. Proceed. 

_ Mr. Donerry. The airlines are also seeking an upward adjustment 
in rates for hauling mail by air. We are informed that requests are 
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now before the Civil Aeronautics Board for rate increases in excess 
of $230,000,000. (Contingent hability $229,254,000 as detined by CAB 
in letter dated May 18, 1950.) 

Senator Lancer. What about the ships, the oceanic vessels! Are 
they also requesting an increase, do you know ¢ 

Mr. Douerry. I cover part of the ship charges later on in my testi- 
mony, Senator Langer. 

Senator Lancer. I will wait. 

Mr. Donerry. If you will permit it, I would like to defer until I 
reach that point. 

Senator Lancer. Surely. 

Mr. Douerry. Both of these charges are applied to postal expendi- 
tures. There is no direct appropriation made to cover —— one of 
them, jus st as there is no direct appropri: ition for other free or partly 
subsidized services performed by the Post Office De ‘partment, But 
considering only the pending requests for increases in rail and air 
transport: ition charges, it is not necessary to demonstrate that the 
$271.820,000 in additional revenues, that we spoke of earher in this 
statement, is far, far short of the mark. 

There is nothing in S. 1046 to furnish funds to restore good postal 
service to the American public. It is our considered opinion that 
three contributing factors cause poor mail service today : (1) the 
curtailment order of the Postmaster General issued under date of 
April 17, 1950, and still in effect; (2) the extremely low-wage scale 
paid postal employees, which has resulted in low morale and the loss 
of many experienced employees; and (3) the use of a great number 
of temporary employees in the postal service. 

The April 17 directive eliminated or curtailed postal functions in 
the following ways: (1) It reduced the hours of window service in 
post offices and branches; (2) it curtailed service to certain types of 
mail matter during the evening hours. 

Senator Lancer. May I interrupt you there? T would like to ask 
Mr. Wentzel a question. Why is it that out in the country you close 
the postal windows at 5 o'clock in the afternoon on Saturday so that 
the farmers can’t get their mail after that time? 

Mr. Wenrzev. Well, it is part of the over-all effort to meet the 
appropriations. 

Senator Lancer. In the Middle West the farmers don’t go to town 
until they get through with their day’s work. Now a farmer who 
lives from 15 to 20 miles from the post office has to leave in the middle 
of the afternoon in order to get to the post office before it closes. I 
have complaint after complaint from my State, and some from South 
Dakota, saying they can’t get their mail, and that the Post Office De 
partment even refuses to give the mail to their neighbors so the ‘Vv may 
bring the mail out to the farmers. It is nonsensical to think that a 
man gives an order to a neighbor to bring the mail out to him and he 
cannot get it. Especially is it true where the man is snowed in and 
he cannot get it himself and he cannot get it brought in by his neigh- 
bor. 

Mr. Wenrzet. Most of the farmers served in your State are served 
by rural carrier. 

Senator Lancer. But the rural carrier cannot get in because of the 
snow and ice, and if the farmer goes in after 5 o’clock he can’t get the 
mail. I am satisfied the same thing is true in Idaho, Mr. Welker and I 
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think you will find the same situation there. I have taken it up sev 
eral times with the Post Office Department and each time the resulte 
have been very, very unsatisfactory. 

Mr. Wenrzev. Of course it is a matter of Bureau operation, as you 
know. ; 

Senator Lancer. I don’t see why a farmer should get that kind of 
treatment, why the farmer should not get his mail. 

Let me tell you something more. I have some letters in my file 
where the farmer came in for his mail and they would not give it to 
him on the ground that the rural mail carrier was delivering it and 
therefore it was in the possession of the rural mail carrier, although 
the mail was in the post office at that very time. I would be glad to 
turn those letters over to you. 

Mr. Wentze.. I wish you would. 

Senator Lancer. 1 beg your pardon, sir, for interrupting you. 

Mr. Donerry. Surely. 

(3) It reduced the collection schedule; (4) it cut in half parcel 
post deliveries; (5) it reduced deliveries from two to one in residential 
areas—areas, I might add, that very often contain numerous small- 
business men, who are arbitrarily denied the same mail treatment 
their competitors get if they happen to be located in so-called business 
delivery zones; (6) it eliminated completely directory service for 
misaddressed mail; and (7) it prohibited receipt of mail from bulk 
shippers after six o'clock in the evening. Several of these restrictions 
have been modified to placate influential mailers, notably the restric- 
tion against receiving bulk mail in the evening. 

Many claims have been made that the curtailment program has 
been successful. Nothing could be further from the truth. On the 
contrary, we will show you in the Postmaster General’s own words 
and figures that little or no savings have been made after almost a 
year of poor mail service—eliminating entirely for the moment any 
reference to the huge money losses of the mailing public. 

Consulting the current appropriation request of the Post Office 
Department, and examining the accompanying reports of money spent 
for the various activities of the Department, it is impossible to see 
where savings have been made anywhere near the amounts claimed by 
the Post Office Department. 

For example, the total funds available in 1950 for city delivery car- 
riers was $408,185,000. According to the figures of the Department, 
this amount represented 121,175 letter carriers. The 1951 total esti- 
mated expenditures for city delivery carriers amounts to $398402,500 
for 117,394 letter carriers. There you have a reduction of exactly 
$9,782,500 in expenditures. Now then, Mr. Clarance Bruce, Director 
of Budget and Planning, Post Office Department, testified before the 
House Appropriations Committee on February 26, 1951. In speak- 
Ing of savings that were alleged to have been made as a result of the 
curtailment of mail, he said: 

The second and the largest saving is made in the city delivery service. There 
ou have carriers reduced to one-trip service in the residential areas 

, the largest savings, if any, amounted to slightly over $9,000,000, 

The expe nditures for clerks at first- and second-class offices in crm 
was $682,788,708. The total estimated expenditures for the fiscal ye: 
1951 is placed at $683,057,692—an increase in expenditures, so Fin re 
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will be no savings there. At the same time there has been a numerical 
increase of 1436 in mail handlers. 

We have merely quoted but a few of the figures, but a thorough 
analysis of the expenditures for 1950 and the contemplated expendi- 
tures for 1951, even taking into consideration an anticipated increase 
in mail volume, fails to reveal any legitimate basis for the extravagant 
claims made for savings under the curtailment orders. And, over and 


beyond that, poor mail service has resulted in substantial losses to mail 
users. How much? Heaven only knows! 


Certainly the Postmaster General has no firm idea of savings made, 
or if any were made. On March 6, 1951, he made the following : admis- 


sion to the House Post Office and Civil Service Committee: 


Because of the enormous annual increase in the cost of operating the postal 
service over which we in the Department have little or no control and the 
failure to provide adequate rates, a most unhealthy situation has been created 
for the postal service and it has resulted in the adoption of alternatives which, 
although designed to narrow the gap between revenues and expenditures, have 
not only failed to do so materially but have proven to be impracticable and un- 
wise. Such alternatives have necessitated curtailments and made it increasingly 
difficult to maintain the standard of service to which the public has become 
accustomed. 


Back in April 1950, just 1 year ago, the able and distinguished 
Senator from West Virginia, Matthew M. Neely, engaged in an inter- 
esting discussion with ‘the Postmaster General at the time he was 
before the Senate Post Office and Civil Service Committee. The fol- 
lowing is an excerpt from the official transcript of the hearings: 


Senator NEELYy. Do you not think there ought to have been some attempt to 
ascertain how much, if any, would be saved ? 

Mr. DoNaLpson. We have a fair idea. 

Senator NEELY. Would you say $25,000,000? 

Mr. DonaLpson. No, I would say something around $20,000,000 may be saved 
by this procedure, 

Senator Negry. I have endeavored to obtain some estimates during the last two 
days and $25,000,000 was the highest and $15,000,000 was the lowest that it was 
estimated would be saved. 

Mr. Donatpson. That is right. 


Later, an entirely different amount was estimated and announced 
by the Postmaster General. On August 11, 1950, he addressed a letter 
to Congressman Tom Murray, chairman, House Committee on Post 
Office and Civil Service, which letter had reference to H. R. 8195, a 
bill to rescind the curtailment order of the previous April. A portion 
of the letter reads: 

This order contained instructions to make readjustments of certain postal 
activities to become effective on or before July 1, 1950, which is estimated to 
reduce postal expenditures by approximately $70,000,000 on an annual basis. 

Still later, on February 13, 1951, Assistant Postmaster General Jo- 
seph J. Lawler addressed the following letter to Senator Irving M. 
Ives of New York, which is self-explanatory : 

DEAR SENATOR: The Postmaster General has asked me to answer your com- 
munication of February 8, 1951, transmitting an inquiry from Mr. John J. 
O’Brien, 426 Baltic Street, Brooklyn 2, N. Y., as to the amount of savings 
effected by the Department since June 1, 1950. 

It is presumed Mr. O’Brien makes reference to savings incident to readjust- 
ments in the postal service directed in the Postmaster General’s order dated 
April 17, 1950. Changes set forth by this order were effective immediately 
in many cities, while at other points, due to local conditions, changes were not 
made until later, 
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Because of extra expenditures due to increased mail volume and extensions of 
service it would be difficult to accurately estimate the actual savings and no 
records have been maintained from which actual figures might be furnished. 

I regret the inability to furnish the information requested by Mr. O’Brien. His 
letter is returned for your files. 

A month later, on March 15, 1951, the New York Times carried 
a news item captioned : “Mail cut-back saving is put at $80,000,000.’ 
The Times gave as its source for the story a release by the House Ap- 
propriations Committee on March 14, at which time the Postmaster 
General gave the $80,000,000 estimate in closed-door testimony. 

Each of us is entitled to our own opinion as to which of these 
flights into the realm of fancy we care to choose. I, personally, be- 
lieve that any estimate of savings is pure conjecture; at best, I will ac- 
cept no more than the guess of the Postmaster General’s own budget 
and planning director, who admitted that the greatest savings, if any, 
had been made in a service that showed a figure slightly in excess of 
$9,000,000. 

Along with this statement we are submitting a number of exhibits 
that clearly establish the fact that the American people are widely 
dissatisfied with the type of mail service they are now receiving. 
They tell the story far more eloquently than I might do. They recite 
the utter irr itation and complete frustration of mail users from every 
walk of life. They point out how mail users are losing thousands 
and thousands of dollars because of poor mail service. One of the 
exhibits describes how thousands of letters are accumulating in dead- 
letter offices because of the-elimination of director service. Another 
exhibit gives the result of an impartial poll conducted by the Com- 
merce and Industry Association of New York, which discloses the 
present mail service at its worse. In a conversation the other day 
with a letter carrier in nearby Alexandria, Va., he told me that he 
had advised his superintendent that if everyone who said they were 
going to call the post office actually did, the superintendent would do 
nothing else but listen to complaints of poor mail service. 

We have said there is nothing in S. 1046. 

Before I proceed may I ask that these items and documents be in- 
serted in the record as exhibits? They are all very timely and point 
up the horrible type of service that is being given to the American 
people in all parts of the country. 

The Cuatrman. If there is no objection, they may be inserted into 
the record. 

(The matter referred to is as follows :) 


{From the New York World-Telegram and Sun, March 24, 1951] 


“NOR RAIN, Nor SNow” ... BuT Matt Is Boacep DowN—SERvICE Out LEAVEs 
Post OFFICE STILL IN RED 


(Once one of the finest in the world, the United States postal system 
has become a floundering bureaucracy marked by inefficiency, buckpass- 
ing and confusion. Net result has been a sharp reduction in service and 
a loss to taxpayers of $500,000,000 a year. Staff writer Roger Stuart tells 
here why the post oftice has degenerated and what improvements can be 
made. ) 


(By Roger Stuart, staff writer) 
WASHINGTON, March 24.—Behind current Congressional hearings on proposed 


postal rate increases lies a story of confusion, inefficiency, and buckpassing 
which is of vital concern to every American taxpayer, every user of the mail. 
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It's a story of one of Uncle Sam’s biggest businesses—the $2,500,000,000 Post 
Office Department—which today is losing money at a rate of a half-billion dol- 
lars a year. 

It goes farther back than the curtailment of mail deliveries ordered nearly 
a year ago by Postmaster General Jesse Donaldson—a so-called economy move 
still in effect despite public disapproval and sharp criticism in Congress. 


FACTORS INVOLVED 


It has to do with subsidies and franking privileges, with alleged unfair com 
petition, old-fashioned methods of operation, and a breakdown in morale among 
the department's DOO.000 employees, 

When Mr. Donaldson issued his controversial order to cut mail deliveries, 
Which resulted in laying off several thousand post-office clerks and carriers, 
he did so, he explained, because Congress and the Budget Bureau had reduced 
the Department’s appropriations to a point where a curtailment of service was 
required, 

The cut, he estimated, would lead to savings of about $70,000,000 a year. 


DROP IN THE BUCKET 


Even if this is true, the savings will represent scarcely a drop in the bucket 
compared to the entire deficit sustained by the Post Office Department. Mean- 
while, the slashed delivery service has had a disappointing effect in nearly all 
sections of the country, disastrous in some 

Approximately 6 months after the order was issued, for example, the Com- 
merce and Industry Association of New York conducted a survey of 357 business 
organizations and came up with the charge that delays in mail and parcel post 
delivery had slowed down trade, caused losses, and added to operational costs 
of most of the concerns queried. It was generally agreed that delays of from 
2 to 10 days, and sometimes more, had taken place in local and out-of-town de- 
liveries of all types of mail. 

In Congress, meanwhile, criticism mounted to a point where the House voted 
overwhelmingly to condemn the cut-back. The fact that the Senate has failed, 
so far, to follow suit does not mean there are no Senators opposed to the order. 
Innumerable complaints have been registered, including one recently placed in 
the Congressional Record by Senator Matthew M. Neely (Democrat, West 
Virginia). 

BETTER IN BRAZIL 


The latter quoted a published charge that letter service in the United States 
now is about the same as that of a “second-rate Latin American country * * 
It's better in Brazil and in many European countries whose governments we 
subsidize.” 

Then what is the matter? Why does Mr. Donaldson, despite the volume of 
eriticism which has arisen, still insist that his economy order Was necessary? 
What caused the Post Office Department to become so deeply mired in a financial 
bog as to necessitate such action? 

The Hoover Commission put its finger on the underlying causes in its report 
filed more than 2 years ago. For one thing, it said, the Department’s adminis 
trative structure is obsolete and overcentralized, while a “maze of outmoded laws, 
regulations, and traditions freezes progress and stifles proper administration.” 


500,000 EMPLOYED 

And it added: 

“It employs more than 500,000 persons, operates a fleet of more than 10,000 
trucks and manages 24,000 buildings. of which about 3.200 are federalls 
owned * * *, The establishment's 42,000 post offices range from fourth-Cclass 
units, each with annual revenue below $1,500, to the establishments in New York 
City with 100 stations and an annual revenue of $132,000,000. 

“The Post Office Department contracts for tens of millions of dollars yearly 
for rail, ship, airline, and trucking transportation. It sells money orders 
one and runs the Postal Savings System, whose 4,000,000 depositors have 
total accounts of more than $3,400,000,000.”’ 
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The biggest hitch in all this is that many phases of the operation for years 
have been money losers instead of money makers. Senate and House commit 
tees, now considering proposals to raise rates, have found the losses break down 
like this: 

(1) Of the estimated $520,000,000 loss for this fiscal year, $160,000,000 is due 
to free mail sent by Congress and the various Government departments and 
agencies under franking privileges. 

(2) More than 4,000,000,000 1-cent postal cards are mailed annually. Yet it 
costs 2.8 cents to handle each one of them, and this adds another $72,000,000 to 
the deficit. 

(3) Despite increased wages and other costs, the Department still handles 
more than 6,000,000,000 newspapers and magazines a year at second-class rates, 
which are so low (1.5 cents per pound for reading matter) that another 
$200,000,000 loss results, according to postal officials 

(4) Due largely to the growth of direct-mail advertising, the Post Office now 
handles close to 10,000,000,000 pieces of circular matter and advertising leatlets 
innually at 1 cent each, though it costs nearly 3 cents apiece to do so This 
nakes a loss of another SGO OOO O00 to SSOLQ00 C00 a vear 
5) The tremendous parcel post business operated by the postal service has 
hurt the privately owned express industry because postal rates on packages, 
woks, Catalogs and the like are too low to compete with Indeed, they're so 
ow that the Department loses about $105,000,000 a year handling some 
1,500,000,000 pieces of this type of mail. 


AIRLINE SUBSIDIES 


(6) Although the service makes a profit of about $100,000,000 a year on first 
class mail, it loses on special deliveries. The latter now cost 15 cents apiece, and 
the Department wants to boost this charge to 238 cents. 

{ walloping share of the deficit—$125,000,000 worth—is attributed to subsidies 
and payments to airlines carrying air mail. President Truman has requested 
Congress to separate the payments and subsidies, the subsidy portion to be 

paid by the Civil Aeronautics Board from funds appropriated specifically for 
purpose. 

The House last December unanimously passed a bill to put an end to this sort 

buck passing, but the Senate took no action before Congress adjourned. The 

easure is being revived this vear 

\s for postage rates, Postmaster General Donaldson this week appealed to both 

e Senate and House to boost them on most Classes. Meanwhile, acting under a 

Ww passed a quarter century ago, he has asked the Interstate Commerce Com 

ssion to authorize an increase of $105,000,000 a year in fourth-class rates 

he law permits bypassing of Congress in this case. ) Whether ICC will approve 
yet to be seen. The request was made by Mr, Donaldson last October and 
neys have until next Monday to file their briefs 


Postal emplovees have demanded salary boosts on the ground that living costs 
are so high that they cannot meet eXpenses If this is voted (and the 


sure now is under consideration), it will put another S2Z00,000,000 to S200 
0,000 strain on the Department's budget, for which no provision has been 1 
ther in Mr. Donaldson's request for postage-rate increases or in direct 


opriations, 


QUESTION OF POLITICS 


\t least $200,000,000 could be saved according to the Commission, if polities 
e removed from the postal service and if up-to-date methods were used and 
ern mechanical equipment installed 

Che political question, for one, still is up in the air. Bills have been introduced 
(1) prohibit the Postmaster General from holding an official position in an) 

cal party and (2) do away with the requirement for Senate confirmation of 


asters, thus removing these jobs from politics 


No action has been taken on either measure, despite the fact that the Hoover 
p estimated savings of $140,000,000 a year would result from these actions 
In addition, the Commission held, the legislation would have the cheering 
removing a political barrier to promotion within the service and giving 


incentive to good work and efficiency 
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[From the Zanesville Tribune, February 2, 1951] 
Enp PostaLt Cut-BAckKs 


Immediate restoration of rapid mail service is urgently needed in the present 
emergency and President Truman and Congress would promote the public welfare 
by taking the required action to end the postal service cut-backs which have 
slowed down delivery throughout the Nation. 

The pace of production must be stepped up rapidly for national defense. 
Faster production increases need for faster communication. If the present dam- 
aging cut-backs in mail service continue, they will be the monkey wrench in the 
national-defense effort which will slow it down worse than Communist saboteurs 
could do. Slow mail service slows down the production program everywhere, 
whereas saboteurs could do only damage here and there. 

In view of the existence of a state of national emgency it would seem to be just 
as essential to strengthen and speed up the postal service as it is to carry out any 
other vital part of the total defense program. The President and Congress 
should see to it that the necessary appropriations for accelerating mail delivery 
are authorized at once. 


[From the Brooklyn Sunday Eagle, March 25, 1951] 
CURTAILED COLLECTIONS AT NIGHT BLAMED FOR Poor Matt SERVICE 


By Richard J. Roth 


What’s wrong with the mail service in Brooklyn and how can it be improved? 

Since Postmaster General Jesse M. Donaldson ordered a sharp cut in post office 
services last April, complaints have poured in to Brooklyn Postmaster Edward 
J. Quigley and to the Brooklyn Eagle. Typical among them are charges that a 
letter mailed from one Brooklyn address to another takes as long as 3 days to 
be delivered. 

While conceding that a letter may be in transit during parts of three calendar 
days—actually less than 48 hours—Quigley yesterday supplied one reason for 
delays in deliveries. 

TAKE BOX FOR GRANTED 


“People in Brooklyn have been taking the green box on the corner for granted.” 

Under the terms of Donaldson's directive, in addition to the curtailment of 
deliveries in residential areas and a cut in post-office hours, no pick-ups from 
mail boxes were to be made after 6:30 p.m. Previously letters mailed as late 
as 11 p. m. in some areas were picked up for delivery the following morning. 

“We've tried to publicize the new deadlines, but some people are still mailing 
at Sor 9p. m.,” Quigley said. “They haven't gotten out of the old idea of mailing 
late.” 

NEW MAIL DEADLINE 


The borough postmaster pointed out that Brooklynites accustomed themselves 
to Saturday closing of banks, to the water shortage restrictions, and to increased 
bus and subway fares with little difficulty. The new mail deadlines are 
apparently another matter. 

If a letter is dropped in the box after the last collection, it is not picked up 
until the following day, well after the one-trip mail deliveries are underway 
As a result, whether it is addressed to Brooklyn or Washington, it is not delivered 
until the third day, Quigley explained. 

Since the curtailment of services, business in the Brooklyn office has increased 
about 9 percent. The borough office had a $14,000,000 annual rating in 1946, 
when Quigley took over. It has now zoomed to $22,000,000. 


TAKE EXTRA BURDENS 


Quigley revealed that borough postmen, whose routes have been lengthened 
one-third, have voluntarily taken on the additional burden of carrying circulars, 
on 


magazines, and newspapers, over and above their legal maximum of 35 pounds 
of mail, thus speeding its arrival in the hands of the addressee by a day or two. 
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“We're using every energy to live up to our motto,” he said. “But we have 
to live on a time schedule. I plead with the people of Brooklyn, under the exist- 
ing one-trip delivery system, to put their mail in the boxes within the time 
schedules marked on them.” 

The post-office problem, apparently, is essentially based in Washington, not 
in Brooklyn. Donaldson’s department is not self-sustaining, and efforts are now 
being made to hike rates in several categories. 

In the closing sessions of the Eighty-first Congress, the House of Representa- 
tives voted to have the curtailment order rescinded. The House failed to 
accompany its vote with an appropriation of additional funds, however, and the 
Senate has taken no action, 


[From the Commercial Appeal, Memphis, March 24, 1951] 


DAVIS WILL Strive To IMPROVE City’s “TERRIBLE MAIL SERVICE” 
(By Harry Woodbury ) 


Renewed efforts to improve Memphis’ “terrible mail service” were announced 
py Representative Davis yesterday when he found that airmail from Washington 
was slower than his 2-day automobile trip between the two cities. He reached 
Memphis late Thursday night. 

Representative Davis was amazed to find that a survey of the Memphis mail 
situation, for which he obtained authority from the Postmaster General last fall, 
has slowed to a virtual halt. 

Shelby County’s Representative is seeking temporary improvements in the 
city’s postal service until such time as permanent improvements can be made. 

“My patience is exhausted by the terrible mail service in Memphis,” Mr. Davis 
declared. “Mr. A. L. Moreland, the postmaster, is efficient and hardworking. 
The blame does not lie with him, but there is something radically wrong.” 


HE BEAT IT IN 


Mr. Davis related that some airmail left his office in Washington Tuesday, and 
he spent 2 days driving to Memphis by automobile, and still got here before the 
mail reached its destination. 

“It should have been delivered here on the first, or at least on the second, 
Wednesday mail,” Mr. Davis asserted. “I drove down by automobile in 2 days, 
and on Friday, when I expected to discuss matters of importance covered in those 
communications, I find the letters undelivered.” 

Mr. Davis said, “It is quite true that Memphis is badly in need of additional 
work space to relieve crowded conditions at the main post office and at the 
Le Soto station. Under the present program, no Federal construction will be 
Luthorized by our committee unless it relates directly to the military mobilization. 

“Regardless, there must be some way to make some improvements until that 
is possible. 


INSPECTORS WERE ASSIGNED 


“Last fall I urged the Postmaster General to order a complete survey of the 
Memphis facilities. He assigned three inspectors to the task. For the last 
month or more no work has been done, and I am informed that either now, or 
very soon, only one inspector will continue the work until completed. 

“Already some changes have been recommended and some put into effect. The 
postmaster has informed me he has filled some existing vacancies. 

“The fact remains that business is suffering, and military mail is being slowed 
down because of improper service. 

“When I get back to Washington I am going to see the Postmaster General 
again. This community is far too big and progressive to suffer from poor mail 
Service, 

Representative Davis attended church services yesterday with former Mavor 
Walter Chandler, and visited with Mayor Overton and E. W. Hale, chairman of 
Shelby County Commission, at the courthouse. 
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[From the Commercial Appeal, Memphis, March 25, 1951] 


More Cases ARE Crrep or Poor Matt SErvICE—MEMPHIANS TeLL CLIFF Davis 
or DELIVERY DELAYS 


Further instances of poor mail service in Memphis were called to the attention 

Representative Cliff Davis yesterday, after he disclosed Friday he had spent 

days driving to Memphis from Washington and beat an air-mail letter here, 

Mr. Davis said he learned yesterday that “a very important passport” sent 
Tuesday from his office by air mail, special delivery, did not reach its destination 
until noon yesterday. 

“My telephone started ringing this morning at 7,” Mr, Davis said. “People 
from all walks of life gave me concrete Cases of poor mail delivery. I even had 
one gentleman to say a letter postmarked February 20 was not delivered until 
March 15 in Chattanooga. Mind you, this is on a direct overnight rail route. 
He was a businessman, and the letter contained an order. 

A doctor stated that a special medicine sent to Pine Bluff, Ark., was so slow 
in arriving, a second mailing reached the destination the same time as the 
first. He has been faced with poor service repeatedly in serving the Midsouth 
area. Heisa well-known and highly recognized specialist. 

“A banker told me they were losing valuable business in southeast Missouri, 
despite the fact the country banks were closer to Memphis than to St. Louis, 
It is important to transact banking business between the small banking institu- 
tions and the metropolitan correspondents quickly if money is not to be lost 
in the transactions. 

“From my own knowledge in the handling of official Congressional mail, and 
the numerous specific cases cited to me, I am convinced we must seek an im- 
inediate correction of these inefficiencies, 

“Memphis is just too big and much too important to the Nation’s economy to 
stand for this sort of treatment any longer.” 

Mr. Davis prevailed upon the Postmaster General to make a survey of the 
Memphis mail situation last fall. He says he finds the survey almost at a stand 
still, and intends to take up the matter of the city’s poor service with the Post 
Office Department officials again when he returns to Washington. 


From the Chicago Daily Tribune, Mareh 12, 1951] 
DONALDSON WHINES 


9 his appearance before a House committee to recommend increased postal 

Postmaster General Donaldson pictured himself as a badly used man. It's 

all ale t with him, he asserted, if Congress wants to run the post office at a deficit 
of more than half a billion dollars a vear 

“You heve hear a squeak out of me,” he said “T'll never come here asking 

for rate increases. But it’s not fair to kick me around and charge inefficient 


It would be nice for the Postmaster General if Congress fell for his whines and 
ncereased charges on the public for his inefficient services For they are ineffi 
cient. The post office is the most inefficient business of its size in the country, and 
Donaldson is responsible for its inefficiency 

It is he who has failed to put into effect the radical decentralization recom 
mended by the Hoover Commission, which pointed out the poor organization 
of the Department He will not decentralize because that would endanger the 
soft jobs of the Washington chair warmers from whose ranks he rose. 

An efficiently operated post office might need increased rates to operate with 
out loss Other Government departments should be charged for the $70,000,000 
a year that they spend distributing neopakaniie at the expense of taxpayers. 
Classes of mail that are getting more than they pay for, including newspapers, 


should be required to pay what the service Costs 
But no postal user should be charged higher rates to support a worthless and 
nceompetent postal bureaucracy, and that is what Donaldson wants to do. <A 


housecleaning should precede any rate increases, 
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[From the New York Sun-Telegram, March 16, 1951] 
LAGGARD MAIL ProMpTs BACKWARD AREAS QUERY 
(By Helen P. Lasell) 
letter from a young man now in what might be termed an “under- 


is being sent for better development, 
But, he adds, 


In a 
developed area,” to which our tax money 


he writes that where he is they now have two mail deliveries a day 
back in his home in Jackson Heights, Queens, his family has one delivery per day 


At the same time another instance came to my attention. A letter containing 


tickets for a certain affair was mailed from Kew Gardens to Forest Hills, about 


mile away, and took 1 week to reach its destination, 3 days after the date of 


he tickets. The letter had gone from Kew Gardens to Jamaica, then to Flushing, 
There is an old saying, “The 


hen to Woodside, and from there to Forest Hills 
ngest way around is the surest way home,” but 
If this type of delivery is repeated all over the country, the cost 
than two deliveries a day if 


it is hardly the que kest When 
comes to mail. 
the mail service of this kind would be more 
naged in the proper manner. 

Where are the “underdeveloped areas’ 


Jackson Heights, N. Y 


? 


[Eureka, Calif., March 12] 


PERSONNEL 'TURN-OVER AFFECT LOCAL MAIL DELIVERIES 


i 


Low Pay, 

. * * . o 
Low pay for mail carriers and a resulting higl 
ef reasons given by Postmaster William Lambert for erratic delivery service 


in an interview with representatives of this newspaper. 


turn-over in personnel were the 


‘The Post Office Department is in the worst condition in its history,” he de 


the condition exists almost everywhere in the United States where compara- 
ely high hourly rates for other labor prevail, he pointed out Turn-over in 

ers here has been around the 50 percent mark since last October, he stated, 
lding that men with high rents and average 


families simply cannot make a 
g at prevailing carrier pay. 

ck lay-offs and vacations of experienced men have added to the confusion 
ed by a majority of new and temporary employees. On a single day last 
off work for varied reasons. 


ome 15 nen were 
femporary and beginners pay is far substandard compared to other labor in 
region, With permanent civil-service employees faring little better 


pay is SL.351 per hour, far below mill and woods labor. It raises 5 
or 6-months leaves 


‘Two veteran employees have applied 
| themselves out of the hole 


ne 


per hour per year 
sence to work in the woods in order to pu 
Temporary carriers are all on hourly pay, and the post office has no hold « 
whatsoever, Lambert said Men have deserted routes halfway through 
leaving the mail for others to pick up later 
nder existing conditions it is nearly impossible to keep enough 
‘s in population, 
to the detriment 


tT en 
men on hand 
and newly developed areas, increase 


ike routine deliveries, 
to military service all combine 


sof experienced, regular met 


he service, the postmaster related. 


STOP-GAP JOB 


as to Washington to permit overtime or compensatory pay have resulted 
!, and newcomers to the service use it as a stop-gap job until 


wersistent refusa 
allowed during wartime, but 


find better paying occupations. Such pay was 
| consider such a course 


Lambert stated, adding 


now meet with stony refusal to even 
\ single local route had 6 different carriers in S days, 
t requires 6 months to develop a carrier to maximum efficiency. 


ises in “wastebasket” mail such as circulars, unsolicited mail advertising, 
j 


cheap mail order commerce from elsewhere also have overburdened the sery 
deliveries. 


( 


Delays in arrival resulting in pile-ups also complicate 


lee 








oS ADJUSTMENT OF POSTAL RATES 


RURAL ROUTES 


Rural routes are even more of a problem and difficult to handle, he added 
noting that rural route carriers performed nearly all the fanctions of the post 
office itself outside the city. The rural route carrier is in himself a mobile post 
ottice, Lambert said. 

Conditions are so bad at Willits, for example, that the postmaster himself is 
carrying mail for 3 hours a day. 

Another significant reason for errors in delivery is the increase in transient 
employees in recent years, the postmaster concluded. 

At the time most postal employees were home-town products who knew the 
city and its residents at first hand, while the majority of current outside em- 
ployees are either newcomers or Comparatively so. 


UP TO UNITED STATES 


“Until the Government increases the mail carrier’s pay to present living stand 


ards I’m afraid that there is little to be done about the situation. It just isn’t 
attractive enough for men to make a career of it as they used to.” 

Lambert added that the regular civil-service employees who were drawing 
higher pay because of long service were performing faultlessly, and that some 
of the newer employees were doing work which was difficult to criticize. 

“And that’s it,’ Lambert said, ending the interview by literally throwing up 
his hands 


From the Chicago Daily Tribune, March 8, 1951] 
Post OFFICE WASTE 


Mr. Truman the other day asked for half a billion dollars more to spend. This 
request to Congress took the form of a recommendation of higher postal rates to 
eliminate the post office deficit. 

Mr. Truman and his Postmaster General, Jesse Donaldson, would raise post 
card rates to 2 cents, increase charges for special delivery, registration, and other 
services that now show a bookkeeping loss, and double the rates on second-class 
mail (newspapers and magazines), and third-class mail (circulars and advertis 
ing matter) The latter two increases would yield the bulk of the new revenue 

This newspaper has for years taken the position that publishers are entitled 
to no subsidies in the form of uneconomic postal rates. That is still our stand 
Postal rates should pay for service rendered. Users of the mails, however 


S ld not be required to pay for the colossal incompetence of the post offic 
} 


pureaucracy 

This, as the Hoover Commission’s report on the executive departments estab 

shed, is the principal cause of the postal deficit. The post office is one of the 

jigeest businesses in the country. It isa monopoly. Most of its customers have 
to put up with its inefficiency because it has no competition. The laws forbic 

rhe biggest cause of post office inefficiency is overcentralization. Supervision 
and auditing of the most minute details of collecting and distributing the mai 
are concentrated in Washington, This makes a lot of highly paid jobs for the 
postal bureaucrats, and also adds a couple of hundred million dollars, in direct 
ind indirect costs, to running the post office. 

When Postmaster General Donaldson was appointed he was hailed as the first 
professional postman to run the system since Benjamin Franklin. He came u 
through the ranks of the post office inspectors, one of the most respected Gov 
ernment investigating agencies. He soon proved, however, that he was just 
another bureaucrat, crafty in ways of abusing the public when he didn’t get his 
way. 

Because Congress didn’t vote him all the money he wanted for his Department 
last year, he deliberately crippled the postal service. He cut home delivery ser, 
ice in half, but his great “economy program” reduced postal personnel by a goo: 
deal less than a tenth. 

While Mr. Donaldson has adopted a few of the minor recommendations of th 
Hoover report, he has stoutly refused to carry out the major recommendatio! 
of decentralization and modernization. That would put a lot of his Washingto 


cronies out in the cold 
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sofore Congress gives Mr. Truman any rate increases, it should insist that he 
get rid of Donaldson, find a more competent and less devious Postmaster Gen- 
eral, and institute the Hoover recommendation in toto. When that is done it 
will be time to talk about rates. 


[From the Brooklyn Record 


More Pay For Post OrricE WORKERS 


1 


Speaking of pay raises is there any other class of worker who more truly 
letter carrier and the postal clerk? Here is a grou 


deserves increases than the 

that has been pleading for more money for years back and who have always been 
ed aside or ignored, 

is a difficult matter for a man who has spent 20 or more years in the service 

Uncle Sam as a letter carrier or a clerk to turn now to some other method of 


g a living. Always there was the hope that the job would pay better. 


r} day never came, 

lay the letter carriers and clerks are so poorly paid that there may come a 
vy and soon when there will be no applicants for these poor-paying positions 
Senate Post Office and 


lovees’ groups said that 


u 


stifving before one of the subcommittees of the 
Civil Service Committee three officials of postal emp 
ess the pay is increased there is a great possibility that there soon will be a 
S city of experienced help in the Post Office Department. 
or our part we thought there was just such a scarcity some time ago for never 
in our history have we had such wretched mail service. It would seem as though 
he carriers and clerks are “laying down on the job.” That, of course, has been 
d will again be vigorously denied by all hands. 
It seems nevertheless to be the only possible answer to the service we are 


getting today. 

Possibly the service would be materially improved if the men 
Maybe we are having a sit-down strike or a slow-up strike but in any 
As a matter of simple justice the men should 


were given more 


event we are not getting service. 
get more money. Then maybe we will all get our mail on time and maybe a 


ter posted in a mail box after 6 p. m. will reach its destination before 24 hours 


have elapsed. 


[Pr the Altoona Mirtr March 17, 1 l 
SLOGAN ISN'T TRUTHFUI 
All is not well in the Post Office Department and the complaints continue to 
] », chiefly because the service isn’t what it should be and the employees are 
sed. The whole blame is traced to Congress 


For years the proud motto of the United States postal service, says an editorial 
he Philadelphia Bulletin, was pointed to with pride by workers and postal 
Nothing could stay these couriers, the mailmen, in making thei 


ons alike 
ppointed rounds. ‘“‘Now,”’ says the Bulletin, “every minor difficulty delays the 


fhe appointed rounds aren't completed swiftly and the gloom of night throws 

whole works out of gear. No mail is collected in many post offices after 6 

It isn’t surprising that the service has deteriorated. An economy move 

disastrous, carrier routes were changed, and no one works up the mails. The 

( yvouldn’t be human if they didn’t resent the changes. Their morale has un 
tedly suffered,” continues the editorial. 

ne quarters there is a well develo} ed suspicion that the poor service is a 

rate attempt to teach Congress a lesson Economies are essential. but they 

ot excuse either carelessness or inefficiency in mail delivery. There is no ex 


all for mails being delayed It is needless to change the postal service 


‘hiladelphia “joked” with the Department long before the holiday season and 
deliveries immediately got worse. The chief joker was that a letter mailed 
t he Quaker City postmaster to a newspaper, located only 30 feet away, or 
oss the street from the post oftice, required 2 weeks for delivery. This same 
W service is noted in every post office and employees are being blamed, but it’s 


entirely their fault. 
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The Congressional Record gave a half-dozen pages to Post Office employee com- 
plaints recently and Congressimen got an earful. Likewise, the employee repre- 
sentatives condemned Congress as a whole, and members individually, as the 
entire top bracket in the service was complained against. 

Post offices all over the country are badly in need of an efficient system. The 
mail workers are entitled to a better deal. 


Buffalo, N. Y.] 
PROTESTS OF DELAYED MATI 


The Commerce and Industry Association of New York City is concerned about 
the delay in mail and parcel post delivery. 

On the basis of a survey of 857 concerns, it charged that such delays have 
slowed down business, caused losses, added to operational costs, and forced some 
firms to use more expensive methods of communication. 

The executive vice president of the association, Thomas Jefferson Miley, said 
the concerns agreed that there were delays of from 2 to 10 days, and sometimes 
more, in local and out-of-town deliveries of all types of mail. 

This is not the first time complaints have been voiced of delays in mail deliveries 
since the appropriation cut-back went into effect in the postal service. Quite a 
number of Buffalonians have expressed surprise recently at the prolonged delays 
n receiving mail. They rightly contrast the date of receipt with the postmark 
showing when the letter was first committed to the Post Office Department. 

Americans have felt pride in the regularity of the mails for many years prior 
to the drastic curtailment of service. Perhaps when the protests mount suffi 
ciently in cities and villages of the country, some action will be taken to restore 


service to its former statu 


From the Register Altoona edition March 18, 1951] 

If your copy of Register is late please take up the matter with your postman 
or postmastel There seems to be no valid reason for the delay reported in some 
places, since the paper is printed and mailed in sufficient time to be delivered 

nywhere in the United States before the Sunday date of issue. A number of 
queries concerhihg late delive: ave been received since the postal cut-backs 
last sulumer 
THe Eprror 
[From \ Beacon-Jour Mareh 19, 1951] 


Postar WAGE Boosr UrGEp 


Representative Ayres put himself on record Sunday in favor of wage hikes 





for postal workers. He spoke at a mass rally at Eagles Temple, sponsored by 
the National Association of Letter Carriers, Branch 148. 

Others who spoke at the rally were Ben Sparks, Carriers’ Mutual Benetit 
Association; William Earenfight, vice president of the Motor Vehicle Employees 
\ssociation, and Edward Robertson of the postal supervisors 

Members of the ladies’ auxiliary of the letter carriers also attended Post 
master €¢ B Vebb told the group that postage rates had to be incrensed 


arrow the gap in the postal deficit. 


I I es, Ma 1951 
Main py Stow FREIGH 
It is most interesting to note that a copy of the report on Reading by thie 
National Board of Fire Underwriters was mailed in New York on March v and 
finally arrived in Reading on Saturday, 8 days after mailing. It was second 


1 4 ° 
class matter 


Simultaneously another copy of the report which was marked first-class ma 
also arrived Saturday, but the postage cancellation is so blurred as to be ind 


tinct It could be March 9. One was addressed to the city editor of our afte 
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noon contemporary while the other was addressed, of course, to the greatest daily 
morning newspaper in this Gibraltar of democracy. 
One carried 4 cents’ postage and the other 12 cents’ worth. But the ratio 
n speed of delivery certainly was not a 3-to-1 proposition. 
In this atomic age, this era of speed faster than sound, we are going back to 
he horse-and-buggy days in Communication services. The pony express, in fact 
could have done a better job in transmitting this mail from New York City to 
Reading, a 83-hour journal by railroad express trains 
We serve Warning now to Senators Duff and Martin and Congressman Rhodes 
that if and when they participate in election campaigns using second-class mail 
privileges, they better get their stuff in the mails early. In fact they’ve got 
be much, much earlier than in mailing Christmas yereetings 
We wonder what is happening to newspapers and magazines mailed at any 
thing but first-class rates And we are no longer surprised that some of our 
rons sojourning in the Southland indulged in the luxury of having their 
town hewspapers mailed to them first class instead of the usual way. 
They say straws shew which way the wind is blowing. We'd like to know how 
onger the postal service can continue this "Slow Train Through Arkansas 
ore the service bogs down completely 
It seems a strange paradox that an administration that permits an inflation 
bring about the pun that a Truman nickel is a dollar bill maintains postal 


which prevent the hiring of suflicient employees to properly service the 


From the Lowell Sun, March 6, 1951 
LeT’s Go BacK To NORMAL! 


Domestic communication systems must be maintained at a high and effective 
level while the threat of war hangs over the world. The United States cannot 
fford to curtail domestic, civilian communications at this time any more thar 
uuld justify reducing communication systems in Korea 
One of the oldest and most heavily patronized communication systems on the 
front is the United States postal service, which, despite the urgent part 
aving during these months of stepped-up defense preparations is bei 
dona curtailed basis. 
he Post Office Department has long been operated on a deficit-expected 


ethod of financing. Efforts to put it on a paying basis, other than duri 


period when President FDR was causing hundreds « ommemorative stamps 
ssued for collectors’ attention, have failed 

rhe apporpriation for the Post Office Department was reduced t] year, and 
diately curtainments were put into effect, changes that had a direct 


ng upol the services rendered to the public 
Hoover Commission, of course, had previously cited the Post Office Dx 
nent as being one of the major branches of the Federal organization which 
Ss not attempted to keep up with the times. It pointed out that the methods 
h are used today go back to the last century in many instances, and the 
nission proposed that by instituting some streamlined changes, the depart 
could give better service with more efficiency and at considerbly less cost. 
The Department did not respond too enthusiastically to the findings of the 
misssion and up to this point it is assumed that the recommendations for 
lernization have been thoroughly ignored. 
Such is the condition of the Post Office Department. All is not well and 
re is tremendous ground for improvement Meanwhile, however, the normal 
tal service should be resumed so that important mail, which may be part 
f this national attempt to strengthen the country against all forms of aggression 
Will be delivered in normally good time. 
While the department is working out some of its numerous problems, let’s get 
} the beam insofar as deliveries are concerned This is no time t 
| communications for any reason whatsoever, 


c on 


[From the Brooklyn Eagle, March 26, 1951] 
PUBLIC’s UNDERSTANDING NEEDED IN NEW Post OFFICE SET-UP 


Postmaster Quigley’s explanation of what would appear to be unreasonable 
delays in Brooklyn's mail service is in the best public interest. It is the action 
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of a good public servant who acknowledges an obligation to do his level best 
under circumstances thrust upon him by a Federal decision to curtail and 
tighten postal operations on the ground of economy. 

Answering complaints that sometimes a local letter is in transit during parts 
of three calendar days, Mr. Quigley has this to say: “People in Brooklyn have 
been taking the green box on the corner for granted.” 

Once in better times pick-ups were made as late as 11 p. m. and deliveries 
were assured the next morning. Now in residential areas the national directive 
shuts up shop at 6:30 p.m. Despite frequent warnings by the postmaster, people 
mail as late as 8 or 9 p. m. and thus invite a situation that causes them great 
irritation 

Mourning the loss of servcie and adhering to past practices will not help 
he public nor our hard-pressed letter carriers, whose routes have been lengthened 
y one-third. The problem must be approached with the same realism on 
the man who does the job and the people who fill the 


t 
i 
} 
i 
} 





woth sides of the 
mail bags 

Of course the right answer to the problem is one that must consider that 
there is no rhyme or reason for curtailment of any part of anything so vital to 
the American people as the postal service. There are many ways of raising 
more money to defray increased costs. Certainly few of us would object to 
paying a higher price for special services as a means of maintaining a normal 
ind sensible basic operation, Air mail and special delivery could be raised in 
eost without causing much personal suffering. But reduced deliveries and 
collections are hardships for which there is little excuse. 

Che Highty-first Congress through the House of Representatives voted to 
rescind the curtailment order but the House failed to back up its decision 
with the necessary appropriation and the Senate took no actioin whatsoever. 

The problem needs to be attacked with vigor and realism, and neither is in 
evidence on any front now. Meanwhile until proper action is taken a local 
postmaster can do no more than advise the public as to his limitations and expect 
full cooperation with the new schedules for which he is not to blame. 

gut we do repeat that, while money has to be saved in Government, the vital 
postal services is a poor place of beginning. 


[From the Akron Beacon-Journal, March 20, 1951] 
RAISE PosTaL Pay 


If you have wondered why so many postal employees have side-line jobs, or 
why so many postmen’s wives work, the answer is simple. Postal salaries start 
$2,870 a year. For a married man with one child, this means take-home pay 
$48.93 a week. A single man’s take-home pay, after retirement and income 
tax deductions, is $48.62. It isn’t enough for comfortable living. 

rhe second-year regular employee draws $2,970 a vear. Altogether there are 
seven annual $100 increments and three longevity increases of $100 each. The 
top salary of $3,970 is reached after 25 years. 

This scale might be attractive in low-cost-of-living communities, possibly in the 
deep South, but in most cities, including Akron, it is causing hardship—and 
resignations which are not easy to fill with good men. 

Bills pending in Congress would raise the entrance salary to $3,825 and the 
top pay to $4,293. This may be too large a hike, all at once, but certainly the 
postal workers are entitled to a living wage. They aren’t getting one now. 


at 
e 
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Post Orricr DEPARTMENT, BUREAU oF ACCOUNTS, DIVISION oF CosT ASCERTAIN 
MENT—Report oN SPecTAL Stupy oF Unir CoSTs ON CLASSES OF MAIL AND SPECIA 
SERVICES AT 20 OF THE LARGEST PosT OFFICES, SEPTEMBER 12—18, 1949 


ORGANIZATION AND DEVELOPMENT OF DATA 


Unit cost data at 20 of the largest post offices have been developed in connec- 
tion with the regular cost-ascertainment studies conducted at those offices during 
the week of September 12 to 18, 1949, inclusive. The results are herewith, in 
separate statements showing unit costs for 

First-class mail and domestic and foreign air mail (statements A and B). 
Second-class mail (statements C and D). 


‘al 


) 
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Third-class mail (statements E and F). 

Fourth-class mail (statements G and H). 

Registry service (statement I). 

Insurance service (statement J). 

C, o. d. service (statement K). 

Special delivery service (incoming only) (statement L). 

Money orders (statement M) 

Postal notes (statement N). 
Summaries of the unit costs developed for all offices are shown in statements 
and r. 


Data for first-class mail and domestie and foreign air mail are combined, since 


ese classes are generally handled and distributed in the same sections of the 


usually in the same cases, and the three classes are intermingled in the 
oming letter mails. The volumes of domestic air mail and domestic air parcel 
st for each of the offices are separately set forth for comparative purposes in 
itements A-1 and B-1. 
Comparative unit costs are not shown for penalty, franked, free-for-blind, or 
en surface mails, due to the small volume or the wide variations in condi- 
ns under which mail of these classes is received and handled at different 
ICe@S, 
Unit costs are not developed for postal-savings transactions. A relatively 
ge number of postal-savings window transactions involve the simultaneous 
ince and payment of certificates and technical difficulties exist in obtaining 
rate time charges for the work on issued or paid features respectively. 


pense factors included 


rhe unit costs stated for the classes of mail and special postal services are 
sed on the man-hours of clerical services used at each of the 20 offices, dur- 
the week of September 12-18, 1949, including direct and indirect labor and 


pervision, and general administration in the local post office. Personnel 


rvices utilized for the delivery of special delivery mail are separately shown 


statement L of the report. 

The expenses do not cover the cost of carrier services (except for the ear 
and messenger services in the delivery of special delivery mail), motor 
le or custodial employees, equipment, contract stations, rent, light, fuel, 

wer, and water, or the cost of maintenance and operation of publie build- 

Expenses for distribution of mail in the terminal railway post offices and 


neral departmental overhead are not included 


rsig of computations 


me reports.—Computations of clerical expense are based on daily time 
orts covering the individual services for a full week of the postmaster, 
tant postmaster, supervisors, regular and substitute clerks, and mail ha 


s. At offices where substitute carriers or special-delivery messengers were 
7 oved in cle ‘ical duties the clerical services of these e1 plovees are included 
The regular daily time reports required for cost ascertainment purposes 
ide for accumulation of time data according to detailed features of the work 
formed, Service related to the business of other offices is excluded insofar 
practicable EXxpenses for personnel services in the delivery of special-de- 
mail are based on time reports covering the individual services for the 
week of carriers and special-delivery messengers engaged in delivering this 


ne of mail, computed at the hourly rate of pay. 


e data for the full week from each office were converted into money on 
hasis of the average rate of pay per productive hour for the respective 
ips of employees at each office for the semimonthly pay period ended Sep- 
er 30, 1949 
the computations only actual hours worked are considered: hours of paid 

taken during the week are not included since in determining average 

per productive hour, allowance is made for a proportionate amount of sick 
nnual leave on an annual basis for regular employees and classified and 
service indefinite substitutes entitled to earn sick and annual leave. The 
me hours and the average rates per productive hour used for regular em- 
are adjusted to reflect the hours and cost of a proportionate amount of 
vertime payments at each respective office for the entire quarter ended 
tember 30, 1949. 
\ total of 2,938,138 man-hours of service by supervisors, regular and substi- 
clerks, and mail handlers were used during the week of September 12-18, 








64 ADJUSTMENT OF POSTAL RATES 


1949, at all 20 offices, at a computed cost of $5,234,049. This gross amount was 
7.74 percent of the actual payrolls of the 20 offices for the 13 weeks of the Sep 
tember quarter for these groups of employees (one-thirteenth equals 7.69 
percent). 

Volume reports—The volumes of mail by classes, used in conjunction with 
related time to develop unit costs, represent the separate volumes of outgoing 
and incoming mail handled for the full week. In order to procure data as to 
volume, special records of incoming mails of all classes were maintained for 
unit cost purposes 

Originating mails constitute all mails which originate at points within the local 
postal district and therefore include “local delivery” mails. Such “local de 
livery” mails were treated as incoming mails after leaving the outgoing mails 
section, and are included in the report of incoming mails inasmuch as clerical 
expense is involved in distribution and handling after such mails leave the out 
going mails section. 

Originating mails With exception of the minor item of State employment 
security mailings (first class originating) for which weights were estimated, all 
weights shown on statements A, A-1, C, FE, and G were reported. 

In the case of first-class local-delivery mail, third-class merchandise, and 
a portion of fourth-class mailed at zone rates, most offices found it impractical 
to make an actual count of pieces. In these instances net weight of the mail 
was reported and tests were conducted to develop pieces. Because of the diffi 
culty in obtaining a count of originating publishers’ second Class, only weights 
were reported by some offices, and no attempt was made to develop pieces for 
this class of mail at such offices. The pieces of originating second-class mail 
as reported by a majority of offices are included in statement © of the report 
Separate rates were inaugurated for domestic air postal and post cards on 
January 1, 1949, and both weight and piece data for this type of mail are 
included in statements A and B. 

Incoming mails It is generally impracticable to obtain the total number 
of pieces of incoming mail by classes by actual count without undue expense 
and delay to the mails, except for outside parcels and some minor items. Con 
sequently, records of incoming mails were accumulated in most cases on the 
basis of weight, and pieces were developed through tests of identical piece 

ails and of representative quantities of other mails. Since data were avail 
ible from similar tests conducted during three prior quarterly statistical periods, 


t was eonsidered advisable to combine test data in some instances and thus 
increase the stability and comparability of statistical data entering into the 
computations. In cases where counts were kept of the pieces of outside parcels, 


weights wére estimated on the basis of test data. 

lest data for the same item from the same office for the four test periods or 
for the same item from groups of comparable offices for the four periods 
were combined as appeared appropriate. In the case of domestic air mail an 
foreign air mail there were insufficient test data for these items to insure at 
accurate and stabilized average and test data from tests of similar items of 
these same Classes of mail were combined. In instances where statistical test 
data were combined separate computations were made for letter-size mails, paper 

ils, and parcel mails of each class; and nonhomogeneous mails of the sam 
Class (e. g., letters and first-class flats and sealed parcels, or sackable parcels 
and “outside” parcels) were treated separately. 

Transit mails lata relative to transit mails except for transit foreign air 
mails that required distribution and handling before onward dispatch were ex 
cluded from the basic data. The weight and related handling time of transit ai: 
mails of domestic origin for foreign destinations are included in statement A 
The weight and related handling time of transit air mails of foreign origin fo: 
domestic destinations are included in statement B. Transit foreign air mails 
handled intact at an office and receiving only transfer service were not included 

Total man-hours by classes of mail and service and total volumes by classes of 
miil and service were each developed independently and the final results brought 
together to produce unit costs, 


test data 


Inte rpre tation of results 


As an aid in analysis, significant totals and averages based on the results for 
the 20 offices are shown in connection with the unit-cost statements. Both arith 
metical averages and mediam averages are shown. The arithmetical averages 
are based on the combined data from all offices, and are greatly influenced b 
data from the larger offices. For this reason the median averages, or averages 
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of position, are also shown. The results for one-half the offices studied will 
fall above the median average and the results for one-half the offices will fall 
below this average, the data from each office being given equal weight in the 
ealculation. 

The costs of service performed in connection with the business of other post 
offices at central accounting offices and offices having money-order electrical- 
tabulating units are reported separately. A further breakdown of time for 
registry service, insurance, and collect-on-delivery (statements I, J, K, respe 
ely) are reported to account for time used for inquiries and indemnity claims 
The percentage of money orders and postal notes paid in bulk through local 

nks as compared with payments at windows by employees varies at the 
different offices. As an aid in analysis, the number of money orders and postal] 
notes paid in bulk through local banks at each of the 20 offices is shown on 

itements M and N, respectively, for comparison with the total number of paid 
money orders and paid postal notes at these offices. 

Comparison of the unit-cost data for the week of September 12-18, 1949, with 
imilar data for the weeks covered in previous reports for the individual offices 
ind the group as a whole shows a general consistency in the basic data for 
olumes of mail or number of special service transactions and man-hours of 
service. Differences in the computed clerical costs for the several Classes of mail 
and special services at the individual offices are in general agreement with 
ifference in volume handled during the periods. 

The units per man-hour and average costs per unit as developed for the in- 
dividual offices for the September period are generally consistent with produc- 
tivity and average costs developed for prior periods since July 1, 1948, when in 
creases in the level of salaries became effective, and the relative standings of 
individual offices are not materially different 

A list of the more important variables which affect the costs of post-office 
operations in varying degrees at different offices, or in the same office at different 
periods was furnished in the report dated May 3, 1949, covering the study for the 
period September 18-19, 1948, and repetition of these items is not considered 


necessary. 


L1V 


a. W ASKI Ww, Comptrolle - 
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STATEMENT P iverage unit cost per pound (cents) of the classes of mail at 20 
of the large sft Office s for the wee k of Né pt. 12 to 18, 1949 
t Ser | Fourth cla 
( ] ( l é) l oO ] 
( { ( ( ( i ( if 
I 8 17 x 
( { ‘ } s 872 
v4 } 4 
{ - { ~ is \ ‘ 
1 l s Zt ss 
1 w s OG ‘ 
( ) ‘ , s 
{ { s 
689 ). ABS 
4] 9 809 . 
* 2 ~ SSL) &, 252 t 
' 
\ j ) Mirror, Fi 8, 1951] 
os \ NEI A Rats 
e Hoover Commis n showed how the post office can be run efficiently 
j | t =< hee! eNoOrer d. as thoueg! ut of spite, the post office | 
| reasil efficient, so that now if the mail arrives at a reasonable tin 
t ‘ Hli~ne i iil T a) 
\ that Postmaster General Donaldson has come up with is a proposal t 
! f . V Ss not nishing, considering that that is all the Fair Ly 
‘ List e money to pour down the same old rat hole 
But the mail carriers, the fellows who haul those heavy bags and try to se! 
their customers, are the most poorly paid of Federal employees 
FDR docked their pay 25 percent in those few months when he believed 
econom Since then we have fed, clothed and boondoggled half the humay 
race, but to hell with the mail carriers There are not enough of them ir 
iny one congressional district to change the vote 
They are asking for a 17 percent raise If the Hoover Commission efficienci: 
were adopted, they could get that—and probably the rates could remain as the 
are For as the post office is operated, it is a wasteful institution. 
[From t Ki e Journal, February 27, 1951] 
“DEAD LeTTeRS” GIVE Post OFF! HEADACHE—DIRECTORIES No LONGER SEARCHE! 


POSTMASTER RievEALS; HANDLING OF LETTERS OUTLINED 


By Harry Merrill) 


Dead letters pouring in at an “enormous” rate are giving the Knoxville pos 
office a throbbing headache over their disposal, officials said yesterday. 

During December 1950, and January 1951, alone the inquiry section of the 
post office headed by W. A. MeTeer handled 9,300 dead letters, Postmaster Seato 
Garrett revealed 

Garrett and McTeer both said the dead-letter deluge apparently has stemme 
from public unconsciousness that the post office has discontinued its director) 
Service, a move brought about some months ago during a post-office econom) 
retrenchment Because of this, letters improperly addressed or which are not 
special delivery go into the dead-letter department. 
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TO BE RETURNED 

\ postal order says: ; 

“Al] mail matter which has heretofore been accorded directory service 

d for which director service is provided * * * if sender with appropriate 
ndorsement as to the reason for nondelivery, or otherwise disposed of according 
regulations.” 

Postmaster Garrett said yesterday all letters incorrectl) addressed or unad 
essed are shunted to pigeonholes marked “inquiry.” 

Two expert distributors work the inquiry letters undeliverable by carriers 
They are separated as “Unclaimed,” “Unknown and gone,” “Left no address, 

dthen are returned to the senders each day 

In this process all letters bearing no return address are placed in the dead 
etter file, Where they are held for 7 days At the end of this retention period, 
ey are opened by a designated clerk under supervision ot MecTeer 


RETURN MONEY 


Of those, letters containing money of any amount are recorded and returned 
e sender via registered mail if a name and address is found inside, ane 
the letter and money are deposited in the cashier's office for a vear 

If the letter still is unclaimed, it is stripped of the money, the money deposited 
scellaneous receipts, and the envelope destroyed Present amount of dea 

money at the Knoxville post office is $142.79, Garrett said 

I rs containing money orders, checks, drafts, handkerchiefs, or any val 

es other than money, if a name and address is found inside, are recorded 

irned to the sender under official cover with the fee of 5 cents for handling 


hose not having a name and address inside are recorded and held a ve 


stripped and the contents disposed of according to postal regulatio 
Handkerchiefs or any other article of obvious value are sent to the dead parcel 
st branch, Atlanta, Ga., where they are sold at publie auction 
Letters without money or other valuables and having a nat ind address 
le are enclosed in a officinl enve Lary) benring the ickel fe ld are returi 
1 Those having no return address on the inside d cont g 
dence are thoroughly torn up and consigned to waste 
| December LTO50, and ist mo th, ti MMqQuiry sectio l ted VSO ¢ 
Garrett revealed. The amount was broken down by Garrett and MceTs 
We 
N hb street or avenue ij Knoxville, TOST: addressee moved and lef 
ling address, 2,604 ncomplete street address, 2.790; good letters 
ress all, not given directory service, 1.502: unkown at address ‘ 1.023 
We hope that people will realize the importance of addressing their mail 
that Knoxville is now a metropolitan city,” MeTeer sa 
From the Evening Star, March 27, 1951 
UNFAIR TO POSTAL EMPLOYEES 
s ething should be done promptly to correct a gross injustice affecting new 
ees Of the Post Office Department. These employees are being unfairly 
ed of all annual- and sick-leave benefits and pension privileges. They are 
ly group of employees in the Government suffering such discrimination. 
Phe tuntion results from a combination of laws and administrative orders 
Leave Act, passed long before the present emergency, specifically excludes 
Vv postal emplovees from taking annual or sick leave \t that time “tem 
wrary’ workers meant those hired during the Christmas rush period. Now, 
ever, under the Whitten amendment and under a subsequent Presidential 
le itll newly hired employees are classified as “temporary’—even though their 
oyment in the end may prove to be quite permanent Most “temporary 
plovees are entitled to leave just as regular civil-service personnel are But 


w etiployees of the Post Office Department, however permanent their jobs 
irn out to be, are excluded by reason of legislation that obviously was not 
nuded to apply in the present emergency. 


pension inequity comes about through a social-security law amendment 


ig pension rights to all temporary emplovees hired during the emergency 
pling nonclassified postal workers. Why these postal employees were ruled 
the amendment’s provisions has never been explained No good reason is 
rent for this discriminatory policy, nor for depriving new postal personne! 
ations and sick leave. Congress and the Civil Service Commission oug! 

} 


his problem early attention 
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[From the Chicago Daily Tribune, February 16, 1951] 


EconoMy OrvER DELAYING Matt, TrispuNe FINDS—RESIDENTIAL 
AREAS AND SUBURBS SUFFER 


(By Edwin Kennedy) 


Another test by the Tribune shows how mail deliveries are delayed in the resi- 
dential sections of the city and suburbs because of the post office economy order, 
issued last summer, which curtailed postal service. 

In the latest Tribume test, air-mail letters and first-class letters were sent from 
New York City, Washington, and Los Angeles to the Tribune, to a downtown 
business office, and to four city residences and nine suburban homes, 

The letters were mailed on Monday, Tuesday, and Wednesday, during the 
business hours between 9 a.m. und 5 p. m., to avoid the week-end slow-down in the 
post office. In each city, air mail, and first-class letters were deposited for mailing 
at the same time. The times of mailing varied each day. 


SOME DELAY IN AIR MAIL 


All the air mail sent from New York City arrived the next day at the Tribune, 
the downtown business office, and at Hinsdale. Air mail addressed to the city 
residences and other suburban residences before 1 p. m. was delivered the next 
day, with one exception, but mail posted at 4:30 p.m. in the eastern city was not 
delivered at the latter places until the second day. 

Air mail sent at 10 a. m. and at noon from Washington was delivered at the 
Tribune, the downtown business office, Evanston and Oak Park the next day. Air 
mail posted at 10 a. m. was delivered, with one exception, to the city and other 
suburban residences the next day, but that sent off at noon was not delivered to 
the latter places until the second day. 

The air-mail letters which were deposited in Washington at 5 p. m. were not 
delivered at any address before the second day, in two instances they were 
delivered the third day, and in another case they were received on the fourth day 


LOS ANGELES SERVICE SPEEDIER 


This was in contrast to air mail from Los Angeles, nearly three times the dis- 
tance in air-miles. All air mail from the western city arrived at the Tribune 
and the downtown business office the next day. Air mail sent at 9:15 a. m 
(Los Angeles time) was delivered at the city and suburban residences the next 
day, with two exceptions. Air mail sent at 12:50 p. m. and 4:05 p.m. was 
delivered the second day to all the homes, with the exception of Rogers Park, 
where delivery was made the third day. 

Air-mail deliveries to the city and suburbs have been speeded up by the heli 
copter air mail and shuttle service, inaugurated a year and a half ago. This 
service picks up mail at Midway Airport and delivers it to the main post office 
and to suburban airports and post offices. 

It is apparent, however, that much of this speed-up is lost because of the cur 
tailment order, which reduced home deliveries from two each day to one. The 
helicopter service each day makes 18 shuttle trips from the airport to the mair 
post office and 38 daily deliveries to the suburban post offices, making 35 stops 
each delivery. 


LIES AROUND TILL NEXT DAY 


On most city and suburban residential mail routes, the postman starts out 
about 9 a. m. and usually completes his deliveries by 3 p.m. Mail brought to 
the postal station during the day, therefore, lies around until the next day 
Before the curtailment order, mail brought to the station before 1 p. m. usually 
went out in the afternoon deliveries. In the Loop and adjacent business areas, 
deliveries are still made in the afternoon. 

\ test made by the Tribune last summer showed that delivery of intracity 
mail was slowed by 50 percent because of the curtailment order. Another test, 
made several months later, disclosed that mail between New York City, Wash 
ington, and other cities and Chicago was slower than in 1945, 

In the latest test, the deliveries of first-class mail showed more irregularity 
in elapsed time of delivery. In many cases there was a difference of 2 and 8 days 
in the time of delivery at the city and suburban addresses. 





AS a 





rule, air mail sent 
regular mail, while air mail from Los Angeles was delivered, or 
2 days ahead of regular mail. 

Air mail sent from Washington in the forenoon generally reached the Chica 
nd suburban addresses a day before regular mail, but air 


etters deposited at 


uces. 
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PLANE LETTERS USUALLY FAST 


from New York City was delivered a day ahead of 


an 


average, 


o 


mail and 
in that city showed haphazard handling. 
iir and regular mail arrived at the same time at 


(Evanston and Rogers Park), air mail 


first-class 


seven 
irrived on the 


third day, a day after delivery of regular mail, and regular mail beat air mail 
» Homewood by 2 days 


rribune on the fifth day, 3 days after the air-mail letter and 
an regular mail had been delivered to the other addresses. 


Mail s 
nilar 


ent 


have 


to the Homewood address w 
mail to the other city 
e was the holder of a box in that post 
ced in the box when recei\ 
iddressee could pick up his mail any time between 8 a 
sited the post office twice a day 

He should 
er suburban addressees. 


received 


A first-class letter from Washington 


arrived at the 


from 2 to 3 days later 


HOMEWOOD IS DAY BEHIND 


| lat 


ivered a day later 
The Homewood 
addressed to him was 


1 . 
as generally de 


and suburbar 


than 
residences 1 


au 
office and mi: 
ed at the postal station 

1m 


, once in the morning and aga 
his 


and 6 p. m. and 


n in the late afte 


nail, therefore, in many cases before the 
Time table on mail deliveries 
ost pecifi j 
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Regula : Regular eos Regular 
A ; A " Air mail mail 
Ne 2d \ Ne \ 2d day i day 2d day 
2% d ao 24 dav Do 
ki i do d day 
Next day do do 2d day 
i 2d day lay lo Do 
i 1 2 \ do 1 day 
2 i d ith day 2d day. 
N i Ly 2d day Do 
1 ae sd day 
Ne Ney cle th day 
1 2d day 
Do 
\ 1 Ly 
j ‘ %dd Do 
i lay d i day 
\ILED FROM LOS ANGELES 
1 WV 4:05 ] 
P.c.t 
\ Ait Re Air mail | Regi 
n 
i it 2d da r lav; 
Do. 
Do 
Do 
Dy 
j Do 
> 
Do 
D> 
‘ i \ id 
+) iy. 
9 Do. 
Do, 
( XN ( t NI Febr y 0 Q1 
OveR—THOUGHTS, SERIOUS AND OTHERWISI 
By B Usilton) 
g ) bu ill week against Jesse Donaldson, Post 
e [ dS es This worthy gentleman, the first caree) 
’ e Post Office Department since B. Franklin, Dor 
f f ii guilty of gross heavy-handedness and dis 
present n erisis created by the rail strike, Donaldson, as 
. \ der banning weekly newspapers from the mail 
e e the privilege Dailies, like weeklies, have 
ranchise Proportionately, the dailies send fewer pay 
mn cde veeklies. The bulk of weekly newspaper sul 


Den 

t the 

and 
iMison 
furthe 
ob 


irther than here 


Ison a 


0 soldiers il 


lil to get their 
telegram, 
having 
o make WqQuiry 
“aid 





aol The 


r’’ than weeklies 


f< 


papers 


sking him why 
Associated 


rus 


Now, that’s a 


to Okinawa, or Japan? 
Germany and Japan, to civilians it 


Press, of 
The answer was 
| that the dailies were permitted To use the 


he issued suc) 
which we 
little 


bunch of stuff 
We have 
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England and France, to sailors in Manila: and men and women in nearly all the 
iS States. 
It is our contention that a subscriber to a weekly newspaper is just as impor 











int as one who gets a daily. We wouldn't have any squawk at all if Donald 
son’s ban, in face of the emergency, had included all newspapers and period 
cals. But when he takes it upon himself to decide which publications shall cor 
tinue to enjoy the self-same mailing privileges which they hold, then he is 
guilty of press restrain 
There Was plenty of inconsistency, too, in the mailir estriction On the 
verv day that we were notified that our papers coldn't go | il on our second 
‘ s permit, a large package traveling clear from Chicago on a fourth-class 
pe tarrived in this office The strike was then near Vad Week old 
When Donaldson was named Postmaster General there wus n lot of crowing 
vratulation mecuuse a career man rather tha t in had bee ap 
1 ed Well, as for us, we'll take the po ul At t he ite ware 
ivelih | depends upon catering th | nd \ i he public 
he'll give you service, even though you must pay for it 
ng other things, as mentioned above do man Donaldson : his 
Ss mince i miss S irhoon this: Wwe liven tl i] tl 
iiled to us fu clas sp t I ve got here Don't bl e 1 
Donaldsc 
i | G \I 1O5 
DUS! SS COLUMN ID L\YED Mia 
Business, by | er Roessne { ra 1 parse ! 
( I es ectilh 
] \ ‘ | 1 1 
ro ski ] ) » 4 VGaoW 
every side one hears complaints about the deteriorating postal set 
\ « respondent tells us, for eXample, of an instance in which it took 9 da 
plate, mailed parcel post in his own city, to rea him. and of unother it 
n Which a letter which was incorrectly addressed got to a postal subst 
hin 3 miles of his office arc then return thre ‘ more ' 
1K) les away, because the post office would not supply directory se ( 
. rehire i V ho means niusu il i ( >t e] I mw ( 
il service, once e pride of the entire nation h ceteris ted, to i 
’ ent of business, the pul ul the Government ‘ | e are bitte 
spered here and there to the ¢ et that som ! \ 
qa that way o prove to retuctant Coneress ho id hie ‘ ee] ds 
neh revente We hope tnd bel Ve tilat hey I ol ut 
Is clea that posti st l saa lon \ a ‘ « o | < ‘ 
nd it is completely ridiculous that this should be so No st ce of tl 
nt so direct ffects the lives of a le people: none so widely used 
eepl rusted Holding the cou v tovether witl t cou nie ! 
hat is the United States mails is nkal Ari 1 deter tio 1 
service can be disastrous Whatever it takes to get first-class service 
he provided. No other attitude is worth considering 
[From the Biddle Surve | r 1 1951 
THE PostTMAN RINGS—But Latt 
Business mail often is held up as much as 24 to 48 hours due to the limit 
placed on the service last summer. but the Post Office doesn’t know the sources 
‘ ts troubles 
B ess mail deliveries, adversely affected last June by the curtailment 
oflice services, appear to be even slower now than when the reductions first 
e iniposed \lthough the situation varies in different parts of the country, 
that most business firms are encountering costly delays in the dispatch 
ecelpt of mail is general and widespread. Of late, stormy winter blasts 
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and a virtual paralysis in the movement of most mail as a result of the rail 
strike have played hob with deliveries, but the Post Office Department's troubl: 
cannot be so easily explained. In many instances, delays seem to be the dire 

result of the restrictions placed on the mail service last summer. 

The findings of a survey conducted before the rail strike among more than 350 
business firms by the Commerce and Industry Association of New York empha 
tically bears this out. Some of the more startling complaints uncovered by 
the study were these: 

Mail which formerly took 1 day to reach its destination now requires any 
where from 24 to 48 additional hours. City mail often is the worst. For 
instance, letters dropped in Brooklyn for delivery in Manhattan have not reached 
their destination for 3 or even 4 days. 

Mail which formerly was delivered to business houses by 8:30 in the morning 
now arrives as late as 9:15, thereby requiring a complete change-over in the 
otfice routine. 

The service on special delivery has deteriorated to the point where it is nov 
very similar to that accorded first-class mail. Second- and third-class mail is 
invariably late, and shipments by parcel post—particularly to the West—gen 
erally arrive as much as 5 or 6 days late. 

As usual, explanations as to the cause of the poor service are elusive. The 
postmaster in one region says everything is running smoothly in his bailiwick, but 
he can't control the fellow next door, or across the country—the implication 
being that if there is trouble it’s the other fellow’s fault. 

Still, it might not be a bad idea if the Post Office conducted a thorough hous¢ 
cleaning. Someone must be responsible for slowing down deliveries, and it 
seems the Post Office would be the logical place to start looking. 


From. the Congressional Record, March 9, 1951] 
CURTAILMENT OF MAIL DELIVERIES 


(Extension of remarks of Hon. John Marshall Butler of Maryland in the 
Senate of the United States, Friday, March 9, 1951) 


Mr. Burier of Maryland. Mr. President, I ask unanimous Consent to have 
printed in the appendix of the Record an article written by Stephen L. DeBaita 
which appeared in the Hagerstown Morning Herald on Thursday, March 1. The 
article deals with the service rendered by the Post Office Department. 

There being no objection, the article was ordered to be printed in the Record 
as follows: 

MARYLANDERS IN WASHINGTON 


(By Stephen L. DeBalta) 


In every community of our land, big and small, tearful mothers, wives, sweet 
hearts, sisters are impatiently waiting every day for news from Korea, Japan, 
Germany, the Near East, wherever members of our dispersed Armed Forces 
may be. But the letters are slow in coming when they do come at last. It seems 
that some cruel hand is holding up the delivery of the anxiously awaited mes 
suges from the beloved ones. This hand is the clenched fist of a willful man 
who, with the amazing defiance of the very people who employ him, imposes 
upon a whole nation his arbitrary will. Last April Postmaster General Jesse 
M. Donaldson decreed a drastic curtailment of, the postal service throughout 
the country Post offices were ordered to adopt a banking-hours’ schedule, 
deliver mail only once a day, to make fewer collections, and to call it a day 
sunset. This wanton destruction of a long-established public service brought 
its trail idleness and distress to many employees, particularly in the lowe: 
wage brackets, and aroused the violent protests of the National Association of 
Letter Carriers. Vainly, Senators, Congressmen, Chambers of commerce, ci 
organizations remonstrated with the former Shelbyville mailman, but to 
avail. The spiteful potentate thus got even with Congress after having bee! 
refused the credits he had asked, adopting the proverbial motto of the Chines 
laundryman: “No tickee, no washee.” 

One would expect such dictatorial attitude from one on a higher adminis 
trative level but not from a minor member of the Cabinet, intent upon settling 
a personal peeve regardless of the hardship it brings to the whole Nation. In 
a great metropolis like New York, for instance, a letter mailed after 6 p. m. toa 
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next door neighbor is delivered not the next morning but the day after. On 
Saturdays and Sundays, when the average citizen can indulge in catching up 
with his correspondence the post offices are closed and stamps are hard or 
impossible to procure. The entire postal service is disorganized and demoralized 
and causing, aS usual, more inconvenience to the individual taxpayer than to 
the large business concerns. 

James J. Doran a former colleague of Postmaster Donaldson, who held a 
top position in the Post Office Department until he voluntarily resigned 4 months 
ago, finally had the courage to come out with a vigorous denunciation of the 
reckless sabotage of our postal service. In an article to be published in the 
March issue of the Postal Record, official organ of the National Association 
of Letter Carriers, Mr. Doran expressed opposition to the mail curtailment in 
effect since last April and quoted the Department's own figures to show how 
savings could be effected without mangling the service or raising rates. The 
cause of the huge deficit is seemingly to be found in the reckless operation 
of the 20 largest post offices in the country. It is there, according to Doran, 

savings should and could be effectuated, and in the 39,000 small post offices 
of the second, third, and fourth class, which could never operate nor should 
be expected to operate without a postal subsidy. The former Chief Inspector 
concludes in stating that Congress can never be expected to hike postal rates 
sufficiently to wipe out the deficit of the small district offices and should not 
even attempt to do so. 

the sooner Postmaster Donaldson will concur in Doran’s sane views and will 
bring to an end his personal feud with Congress, the happier the country will be. 


[From the Salt Lake Tribune, February 27, 1951] 
DELAYED MAIL SERVICE ANNOYS NEWSPAPERMAN 


\ newspapering friend of this paper who has lived in many parts of the world 
in pursuit of his trade has recently moved from Chicago to New York City, and 
now is keeping tabs on the mail service between the former town and the New 
York borough in which he lives. 

He says that ordinary mail from Chicago to Queens takes 4 days—about the 
same time as air mail from Chicago to Rome. 

His conclusion is that the United States now has about the same letter service 
as a second-rate Latin-American country. It’s better in Brazil and in many 
European countries whose governments we subsidize. Particularly it is far 
better in England. 

If the time ever comes when our Government finds a decreased need for raising 

ng standards all over the world, he thinks, perhaps some of the savings could 
be devoted to improving the cross country mail service in the United States. 


[From the Washington Times-Herald, March 15, 1951] 


Do Ir, Now 


loday, March 15, could turn out to be a profitable day, up to a point, for the 


Nation’s taxpayers. It is the day on which three Senators are expected to place 
hefore Congress a legislative program bundling up the remaining 50 percent of the 
Hoover Commission's ideas on better government at a better price. 


A JOB ONLY HALF DONE 


lhe other 50 percent of the Hoover recommendations, accepted by the Eighty 
Congress, is already paying the taxpayers a good dividend. Savings from 
ese recommendations, according to the Citizens Committee for the Hoover Re 
should eventually run at more than $2 billion a year. That’s over $13.30 
every person in the United States 
With the other half of the recommendations put into effect and applied vig- 
sly, the committee calculates, total savings might come to $5,500 million a 
r. That's over $36.60 per head. 
tis a tragedy, of course, that these reforms aren't already in the works. Then 
vers would be finding this particular Thursday a little less unpleasant than 
They'd at least know that their money wasn’t being used in part to finance 
{uite SO many incompetent and inefficient bureaucratic practices. 
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Why was a letter delayed so that it was postmarked 5 days after it was dropped 

a mailbox, and then not delivered for another 3 days? 

Why did it take a special delivery letter 8 days to go from Eltingville to 
West Brighton? 

{ certain number of these conmplaints can be chalked up as the expected in 

exceptionally busy season, but the number of complaints and the facts cited 

ld serve notice that the island mail system should be resurveyed to meet 
similar needs in the future 

Part of the snarl may be traced to the inexperience of the extra personnel 
If that is the case, then the personnel should be required to undergo additional 
brielll or training. 

Because of the complexity of the situation, it’s virtually impossible to determine 

causes for the delays. 

But experienced postal men should reexamine the system now to determine how 

he improved Certainly we may expect better service than S days in 
ivery of a first-class letter from Castelton Corners to West Brighton, o1 
S days for a special delivery letter from Eltingville to West Brighton 

Mr. Donerry. We have said there is nothing in S. 1046 to give hope 
to postal employees for a justified wage increase. It was also stated 

it low wages have caused low morale which in turn has resulted in 
an exodus from the service of many capable and experienced em- 
plovees. This is not a hearing on salary bills, and we do not propose to 
turn it into such a hearing. Senators Clements, Pastore, and Carlson 
have conducted extensive hearings on pending postal pay legislation. 
Letter carriers have endorsed S. 355 which, among other things, would 
grant a 17 percent pay boost for postal employees. According to our 
estimates, 8.355 will cost approximately $300,000,000. 

In my judgement, it is just as Important for the Federal Government 
to pay fair wages to its employees as it is for that same Government to 
fix fair and reasonable charges for the services it renders to the public. 
kar wv auges should be paid hol only for the beneht ot the employees, 
but for the benefit of the Government. It is, of course, a common axiom 

f all business that there is a direct relationship bet ween the efficiency 
of emplovees and the morale of employees, It is also self-evident that 
orale of the emplovees cannot be high if they face the constant 

rto meet thei livin 


rr’y ot how they are eolng y expenses rrom aa 


dav. 
Here is a short letter that is tvpical of thousands of similar letters 
reaching postmasters every day all over the country. It is dated March 
L951, at Denver, Colo., and signed by one James G. Essington, Jr. 


t ids: 
May T herewith state my reasons for leaving the employ of the United States 
Dost sPrvice* First. the work has been exceptionally strenuous and the hours 
g, as a substitute letter carrier. This has been especially true since the postal 
e was curtailed last April. I do not feel that the pay was sufficient, under 
high prices, to warrant such an arduous task. Second, I would have, in 


r future, received my appointment to regular and placed on an annual 
f $3,070, or $38,170. This would have been entirely too low an income 
my obligations, such as making payments on our home, food, clothing, 


gas, and electricity, and furniture It is my feeling that every man 
to all of these necessary items for good living when doing ork tl 
for such 
this therefore is my main reason for leaving the postal service and going int 
industry where AI better living can be mude, 
related to Postmaster General Donaldson and I have been proud of the 
played in a great service to the public, but when I can no longer exist on 


es paid there is no reason to remain in that service 


Let me Say that our assoclation has polled al umber of the larger 
offices to determine the turnover in person 1e| since last July l. 
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It appears to be about 10 percent or better among the classified em 
ployees, and runs as high as 75 percent among the temporary 
employees. In a most friendly way, we would suggest that the com 
mittee direct its own inquiry to the Postmaster General and thus 
secure a complete picture of what we consider an alarming turnove: 
in personnel. 

May I digress a moment by saying in San Francisco alone, Mr. 
Chairman and gentlemen of the committee, since July 1 of last year 
1,111 employees have separated from the postal service, and that con 
stitutes a 27 percent turn-over in postal personnel. In Detroit, Mich.. 
732 loyal, faithful employees have separated from the postal service 
and gone into defense industries for more lucrative salaries. ‘That 
does not include the 104 who have entered the armed services, who 
have gone into the military. The charts which we have prove con 
clusively that we have a terrific turn-over of postal personnel, espec 
ally in the large metropolitan areas, because of the poor wages and 
the low morale caused by the curtailment order and all of the other 
factors which I will endeavor to highlight in the testimony today. 

When a rate increase bill is sent to Congress it is presumed that 
more money is needed for operations. It is also assumed that all of 
the excess fat has been cut from the operation before the rate bill 
presented. It has not been done in this case before you. The wide 
spread and continued use of temporaries in the postal service amounts 
to nothing more than a shameful waste of the taxpayers’ money. 

This statement is not intended as critisism of all temporary em 
ployees in the postal service. There are many, many fine employees 
who have a temporary status. Without a permanent status, many 
other temporary emp slovees tend not to have a genuine, cooperative 
interest in the service. The turn-over in this type of temporary em 
plovee is terrific. Here is the report of an interview with the post- 
master at Eureka, Calif., the complete story of which is included 
among the exhibits attached and referred to previously : 

Temporary and beginners pay is far substandard compared to other labor in 
this region, with permanent civil service employees faring little better. 

Starting pay is $1.31 per hour, far below mill and woods labor. It raises 5 
cents per hour per year. Two veteran employees have applied for 6 months 
leaves of absence to work in the woods in order to pull themselves out of the 
hole 

Temporary carriers are all on hourly pay, and the post office has no hold on 
them whatsoever, Lambert said. Men have deserted routes half way throu 
deliveries, leaving the mail for others to pick up later 

Under existing conditions, it is nearly impossible to keep enough men 
hand to make routine deliveries, and newly developed areas, increases in popu! 
tion, loss of experienced, regular men to military service all combined to th 
detriment of the service, the postmaster related. 

The Post Office Department has never made a proper effort to get 
rid of wartime temporary employees. On October 17, 1950, the Post 
master General issued his own private freeze order. It prevented the 
classification of employees. Last week we were advised that in th 
city of Arlington, Va., right across from the Capital, more than 40 
percent of the carrier positions were filled by temporary employee: 
Ne ww Yorke ity alone is re ported to havea t least ».000 te mporary en 
ployees. Under the law, temporary post: ul employees do not receiv: 
either sick or annual leave. All new employees in the postal servic 
are temporaries. Although the Whitten amendment prevented t 
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lassification of new employees, it did not deny temporary employees 
in the Federal service sick and annual leave benefits. ‘Temporary 
postal employees, however, are not entitled to sick and annual leave 
privileges. Employees coming into the Federal service today are not 
covered by retirement, but they are given the benefit of social security. 
‘The temporary postal e mployee gets neither United States retirement 
benefits nor social-security benefits. The restrictions on retirement 
benefits, sick leave and annual leave apply not only to new tempo- 
raries—these restrictions apply to men who have worked for the Post 
Office Department for 2 or 3 years. Perhaps this committee will i 
ts wisdom decide to ask the Postmaster General to have these inequi- 
ties corrected, since they adversely affect temporary postal employees. 
It is inconceivable that he has allowed the condition to go on this 
lo! o, 
Permit me to cite a further e xample of the dam: wing e ffect the hir 
= retention of temporary employees has on the postal budget. 
In the Report on Special Study of Unit Costs on Classes of Mail and 
Spe nisl Services at 20 of the Largest Post Offices, made by the Division 
of Cost Ascertainment for the week September 12-18, 1949, a great 
discrepancy was shown in the cost of handling various classes of mail 
in a offices. This report was quoted in a recent article by 
James J. Doran, former Director of Rates and former Chief Inspector 
of the Post Office Department. According to Mr. Doran, the results 
of this study were made available to the Postmaster General at a 
critical pet riod, on or about the time the mail service was curtailed. 


The Postmaster General apparently ignored the results of the study 

he obviously instigated, even though the study showed wide discrep 

aun n the handling of every single type of mail. It should be added 

that the costs involved in this st dy had to do only with clerical costs. 

| study had absolutely nothing to do with the expense of deliver 
rail. 


\ copy of this report is attached to this statement and the figures 

ich we refer can be found in statement “QO.” You will find as 
did that the cities showing the highest handling costs strangely 
ugh were the cities employing a large number of temporary 
> ovees. 

Recently, in 1 large metropolitan city, an investigation uncovered 
fact that some 200 clerks—mostly temporaries—were “on the 
* and not working. One of these “employees” was the police- 
on the beat: another was a fireman: and mo ee was in 

da at the time he was earning postal wages. As I said, most of 

ese POO were temporary emp lovees. A full aoe tigation of the 
ts of handling mail in the different post offices would undoubtedly 

il the fact that offices employing great numbers of temporaries 

lto have the vreater costs, It is ironie that in the city where these 
emporary employees were not working, 175 regular classified 
irriers had been taken off their routes because of the curtail 
mail an " put inside to do clerical work. The public in that 
was surely given very poor postal service during the period under 
deration, 


oft 
ist month we sat in on the House hearings on a companion bill 


»rate bill before you. We heard the Postmaster General some- 
vigorously deny that inflation had anything whatsoever to do 
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with the present financial problems of the Post Office Department. 
The present condition of the postal service and the abnormally large 
difference between income and expenditures most certainly, in ow 
opinion, is due in part at least to the inflation of our times. — Lf infla 
tion has brought about an increase in postal expenditures, and further, 
if more ine reases are just tified. such as salary Increases, then it is 
reasonable to assume that a proportionate increase should be made in 
all classes of rates; providing, of course, that the basis for the rates 
was sound and just when the last increases were made. 

The CHarmman. Let me inter ‘upt vou right there. Of course vou 
still have your 3-cent postage stamp for first-class mail and all the 
other rates ure pra ‘tically the same. One increase Was mace in 1946, 
I believe it was. So your income, of course, has increased with the 
volume but it has not increased in proportion to the expenditures of 
the post o ftice because of the inflation of the dollar, because you have 
to pay more for everything you buy. 

Mr. Donerry. That is a correct statement, Mr. Chairman. I am 
making specific recommendations in the concluding part of this 
Statement, 

The CHarmman. That is what has brought about the deficit. 

Mr. Donerry. Mr. Chairman, I say here in just a few minutes that 
the 3-cent postage stamp, In my estimation, 1s the vreatest barg ‘Ain 
on the face of the earth today. It will carry a letter from Bangor, 
Maine, to San Diego, Calif.. and back again, and it will carry a letter 
from Puerto Rico to Honolulu and back again for 3 cents. Nowadays 
you can’t buy anything fora nickel. Take your subway in New York 
that usec to he 5 eents, it is now 10 cents, : ind your te le phone ¢: alls 3 In 
most cities have gone up to a dime, and even the toilet facilities, you 
have to pay a dime in the average washroom and_ public comfort 
station. I have a specific recommendation which IT would lke to sub 
mit a little while later. 

Phe CHarrMan. Proceed. 

Mr. Donerry. If’ we may reiterate, we should like to sav that a 
realistic appraisal] of the situation indicates that the present proposal 
for rate Increases, as presented by the Post Office Department, does 
into consideratio} the a hs olute necessity tor sal: ary mnecreases, 
the restoration of the service, or the increases in certain transportation 
charges. Of course there | am referring to the rail charges and air 
charges which are bound to come through the Interstate Commerce 
Commission and the Civil Aeronauties Board. 


It is my observation covering some 28 years in the postal servic 
that people are willing to pay in kind for service rendered. I further 
believe that if we had a proper postal service today, spokesmen for thi 
Post Office Dey artment would not have to come up here on the H 
vear after vear and figuratively “beat their brains out” trying 1 
secure rates somewhere near comparable to operating costs, TI 
question of proper postal service is thoroughly discussed in a book 
entitled “Umited States Postal Poliev.” written by the late Clyde 
Ie lly. Ll Was 2 lone time me nber Pe th Coneress from the sstate 
oft Per Vivahlas he was a mel ber ¢ » Hon se Committee on | 
Office an Post Roads for a nun ie a vears: in all he was a pi 
found student of the postal establishment. 

In h hook, Clyde A v relates the experience of the postal Ssery 

ler} V postmaste general. In discussing the experience ¥ 
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the Post Office Department under Postmaster General Joseph Holt, a 
man who almost completely overlooked the service tradition and the 
service ideal of the postal establishment, Congressman Kelly made 
the following observations: 


Hold was hopelessly out of line with the basic principle of the Republic. He 
was hopelessly wrong, too, when he deplored “the overburdened and sinking 
position in Which the Department has been placed for the last few years.” 
gely and almost tearfully he urged that the Department be restored to that 
basis of independence and honor on which it was placed by the founders of this 
Government.” 

Perhaps that word “independence” gives the key to General Holt’s views. The 


Stral 


) new policy took arbitrary power from the hands of the postal chief and made him 
mw to the lawmaking power. No longer could bureaucracy flower in luxuriance 
this Nation-wide institution. Every Postmaster General is entitled to his 
theories But Holt’s theory had been given full trial and after being judged by 
{ its Was discarded. It was an outgrown error when he entered the service 


d the next 2 vears were to prove it had a greater danger than any one had 


Fortunately, indeed, General Holt’s views did not prevail. Under Lincoln's 
administration Postmasters General with better judgment took the helm. ‘The 
old routes were restored and new routes were established In 1865 the mail 
routes between Salt Lake City and Folsom, Calif., and between Acheson and Salt 
Lake City, had receipts of $238,900, while the cost was $726,000 greater. Such a 
situation did not disturb Postmaster General Dennison. “Such routes are to be 
commended for national objects,” he said. He went on to declare, “There is no 
better evidence of increasing general intelligence of the American people than 
that furnished by the loaded mails.” 


Congressman Kelly again refers to a statement made hy Postmaster 
General Smith in 1901, or shortly after the rural service was estab 


| ° 
lished: 


Chis postal chief did not ntend that the rural free delivery system should 

pay its expenses by bringing in proportionate postal revenues. He did point out 

t} he time saved to the various families on the routes meant more in actua 

I vy than the compensation of the rural carrier. His tribute to the great value 

of the service was premised on its promotion of the general welfare, an object SO 

nt that a postal deficit Was a minor consideratior 

Congress has never wavered in its determination to expand this service to the 

f extent. It enacted that “rural mail delivery shall be entended so as to serve 

as nearly as practicable the entire rural population of the United States.” Today 

there are more than 42,000 rural carriers covering their routes every day and 

¢ more than 25,000,000 Americans Each of these carriers is the posta 

for his patrons but he performs a multitude of services not provided in any 

Congress or departmental regulation. 
~ tor Lancer. Wait a minute. You are eivineg the figures for 
(go. 

Mr. Douerry. Mr. Smith was Postmaster General in 1901. T am 

quoting from Clyde Kelly’s book written some 20 vears ago. 


Senator LANGER. What are the figures today € 

Mr. Donerry. About 32,000. There are 10.000 rural carriers that 
been eliminated through absorbing routes, through consolidation 
oO ious routes. | think the theory ot the Post Ofhice Department is 
{ the roads have been improved and are making it possible to permit 
ibsorptions. The actual personnel in the rural delivery service 


een reduced by about 25 percent in the last 10 or 15 vears. 


} 


man contacts of the service make many demands and there are the 
errands and confidences, the thousand and one things which are part 
cel of the work of this Ambassador of Uncle Sam That he has a place 
rts of those he has served unfailingly in the cold and mud and heat 
as Well as in the sunshine, is proven by the support given the rural 


very service. No pleas for a self-sustaining post office 1} 
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headway against this postal facility, which has been of greater value than 
money could express. 

We should like to touch on the subject of Cost Ascertainment, be- 
cause those of us who have 25 years to a half-century of post: al expe 
rience often find our credulity strained to the breaking point aus WE 
listen to various departine tal spokesmen discuss cost ascertainment. 
Year after vear we sit in on hearings similar to the one now underway 
and listen to statements that surely must contain mental reservations; 
we listen to downright evasions, all hidden behind the great enigma 
of the Post Office Department: Cost ascertainment. 

The cost ascertainment method of determining the cost of handling 
various types of mail could be the best possible type of analysis, pro- 
viding we recognize and acknowledge the fact that it is diffic ult, if not 
impossib le, to arrive at any absolute conclusions as the result of the 
cost ascertainment. Former Postmaster General Frank C. Walker, 
in his Report for the Fiscal Year 1942, pointed out that, while it was 
helpful in analyzing postal operations, it should not be used as a basis 
for determining rates. He made the following statement in his report: 
. * The purpose of cost ascertainment is to credit as accurately as possible 
to each class of mail and each special service the revenue earned by it, and 
charge each class of mail and each special service with its share of the ex 
penditures. Its methods and figures have been criticized. I have not been sat 
isfied personally that they should be used for rate purposes. * * * Cost as 
certainment does not and possibly cannot reflect intangible factors such as de 
crees of preference in mail handling, the relative importance and economic value 

‘the several classes of mail, or the relative priority of service * * *., 

It is interesting to note that former Postmasters General James A. 
Farley and the late Robert E. Hannegan both shared Mr. Walker's 
views with respect to the inherent weakness of using cost-ascertain 
ment figures as a basis for rate determination. 

The cost-ascertainment method of determining cost operations is a 
combination of accounting and statistical systems. Both methods 
used in this system are subject to er error. In analyzing 
the receipts of a particular class of mail, it is impossible to analyze 
them in exact seaneviaien to all the “saan involved. For example, 
when the post office sells a stamp, there is no way of determining to 
what use that stamp is going to be put by the purchaser. It might be 
used to mail a letter, to mail a parcel, or for a special delivery and, as 
far as accounting is concerned, it could be used for philatelic purposes. 
Page 10 of the Cost Ascertainment Report for 1949 makes the follow 
ing statement : 
The results stated in the Cost Ascertainment Report and appendix are neces- 

rily expressed in exact amounts since definite figures are carried through al! 
calculations in order to balance out the specific accounting items or totals 
which are apportioned. Precise accuracy is, however, not obtainable by cost- 
ascertainment methods, nor would it be possible to obtain exact results by an) 
other method. The stated amounts are reasonably accurate for all practica 
purposes and should be interpreted as reasonable approximations rather that 
precisely accurate amounts 

The greatest fundamental weakness of cost ascertainment lies 
the fact that all of the expenses in the Post Office Department are 
directly attributed to certain classes of mail. No real effort is made to 
determine the loss in service areas. The Post Office Department, 
course, maintains service where no private business would mainta 
its services. Because the Post Office Department operates in thes 
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many, many nonprofit and little-revenue areas, it is improper to assess 
the charge for this service against the users of the mails. 

For example, the power boat service used in the domestic tr: usporta- 
tion of mail costs $2,611,000. This includes steamboat service, but it 
also includes the costs for the operation of small boats which are used 
in the transportation of mail to remote and otherwise inaccessible 
areas. Service to Hawaii costs $896,000 and to Alaska it costs $944.000. 
However, there is a post boat route from Seward, Alaska, to the 
\leutian chain of islands that makes one trip a month to provide 
postal service to sheepherders and the fishing industry. This service 
costs S157, 794. Obviously, this type of service costs many times the 
amount of revenue that can be anticipated from the operation. This 

une service ideal applies to many third-class offices and to all fourth- 
class offices. 

No one for a moment believes that any private industry would 
provide its services under similar conditions. The Western Union 
does not operate except where the branch office and service pays a 
profit. The Railway Express Agency could not deliver at a profit to 

ore than one-half the patrons ser ved by the Post Office Department. 
Phe telephone companies did not extend their services to many rural 
and remote areas until the Congress recently authorized subsidies to 
extend rural telephone service. A large amount of the postal opera- 
tion is of the same type. 

Because of the unwholesome conditions presently existing in the 
postal service, we are constrained to offer certain amendments to S. 
1046 and urge its passage in the amended form. Our amendments, 
very frank ly. re intended to prov ide funds to restore the service to the 

ch level of « fle’ ency it enjoyed prior to the time it was raped on April 
7 L900: secondly, we W: ant LO see some provision made to grant post al 
emplovees a muc ‘h-needed sal: ary increase. 
lo accomplish those objectives, we suggest that section 1 of S. 1046 
amended to provide an increase in the first-class mail rate from 3 
t cents per ounce or fraction thereof. 

According to the report of the Postmaster General for the fiscal 
vear ending June 30, 1949, the Post Office handled approximately 
25, 205,535,000 pieces of first-class mail during the previous 12 months. 

Phe CuairmMan. Let me Interrup it again there. 

Mr. Donerry. Surely, Mr. Chairman. 

Phe CHamman. Of course you would have to increase the other 

| matter where vou use the 3 cents. Some of that 3 cents is sold, 
of course, to be used on other packages. Does that mean that number 

pieces of first-class mail, or are you estimating it from the amount 
of stamps sold ¢ 

My. Donerry. I am estimating, Mr. Chairman, that we can pick 

ome $232.000.000 in additional revenue through inereasing the 
t-class postage rate from 3 cents to 4 cents. I am also suggesting 
ron that the air-mail rate be increased, if the committee deems it 
visable to do so, That is my suggestion, coming from the National 


\ lation of Letter Carriers, as one way of solving the terrible 
tl crisis in which we find ourselves at the present time. 


lo continue, Mr. Chairman. our suggested amendment would realize 
pproximately S232.000,000 in additional revenue, give or take a bit 
for a slight increase or decrease in mail volume. This suggestion 
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the figures quoted do not include mail matter deposited air 
mail rates. The same report states that 856,000,000 pieces of air mail 
were handled in the 12-month period covered in the report. That is 
another source of additional revenue if the committee wishes to ex 
plore the feasibility and possibility of increasing air-mail rates to 
7 or even 5 cents per ounce or fraction thereof. 

There “ure rolng to be some people in the Post Office De partment 
itself who will become horror-stricken at the proposal to increase first 
class rates. They will be the very same persons, we assure you, who 
have told you distinguished gentlemen or committeemen in previous 


vears that deficits have been part 2 the postal sshaktiabsnoen since 


and 





1852. They will point out that in nly 13 vears, more or less, has 
there been a surplus in the service. They will tell you, too, as they have 
said sedge. that rarely are savings in large amounts effected except 
by general amputation of personnel or services. Well, if they want 


lack of courage to come 


to go back to ancient history to justify their 
up here witha real postage rate-lncrease bill in this day and age, let 
me quote the rates of postage that were In existence in 1792 to cover 
} - 4) ] 
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We ‘ ot suggesting t it our postal svstem of t day revert to the 
4 1 Te st! I Hy Wwevel Wt = i} 11 heat the present day 5-cent 
postage sta s the biggest value on the face of the earth. It wil 
Urry etter from Bangor, Me » San Diego. Calif.. and back, or 
Puerto Ri Ha na | Our present postal erisis, 
vu t est t ry ld econ DATISONS, The posta 
< \ De re) ( ile ( Lore which we live. 
| st ~ e! Ds We ) ij = \ ! -CeTIT, posta stamp 
e eT r tine ith, then the Government post: 
t ~OUt ~ rs} | et re some W 
( (yOVe} S ages } » | indi 
i oO privat maine ea 
i eal > reas cy The | st (fi 
ri t ( ( ‘ {= ¢ er Tvpe of I)- il Cure 
X - fsa ( wn} ual basis i, 
S - t e¢ DoO- ve rate on these it 
{ : 
s Dirksen. Mr. Doherts 
Mr. D r. Yes, Se Dirks 
~ 1) cSEN \ - the Post Of Dey itn t loss is ~ 
= Yi t ro ly oO lrovernme 
\} i? \ (} (yo\ ‘ ny Osta earmic they 
~ ~ ~ ‘ 
I \ \ } st vee \ ‘ t ST] t |. or deliver 
= \ 3 t biel atforded 








ADJUSTMENT OF POSTAL RATES LO] 


letter with a 3-cent stamp on it. Postal cards, in fact, come under the 
ategory of first-class mail matter. No less than 90 percent of the 
postal ecards going through the mai ils contain advertising matter or 
messages popularly referred to as “w: astebasket ne: "—that 1s, once 
the message has been read, the card has served its purpose and it is 
not worth while filing like other messages. cncmaenthaneeh ascii 
of the bill. we wanted to avoid increasing the rate on postal] cards 
used by individuals for personal messages. At the same time, we 
vanted to see the 90 percent of the mailers who use the card and the 
penny irate to disseminate advertising matter for their own financial 
profit pay for the first-class service they are getting. 
: Therefore, We suggest that the committee conter with the rope 
othe als in the Post Office Department to determine a WO! kable aK thod 
at will permit the implementation of our own some what general 
recommendation. Our association has eviven the sul lye t co nsiderable 
ought and we would be very happy to sit in on any conference that 
would attempt to solve this prob lem of separe ating the person il mes 
sages from commercial types. We definitely would lke to see some 
na done on this matter, 

S 1046 does not include any recommendations with respect to 
I yurth class or parcel-] OSI mal, since a request Is pending before the 
ICC for rate increases that will produce LOS million additional dol 
lars on an annual basis. Our suggestion here is that the committee 
consider the advisability of writing into the law a provision that will 
direct the Postmaster General to go before the ICC immediately fo] 
Oowlnge the close ot aly fisca] year in which It 1s shown that parcel 
post has not paid its way. As matters now stand, the Postmaster 
General has the authority to go before the ICC, but the present in 
cumbent of that position waited until he was directed to do so by 
Congress—Public Law 845, approved September 27, 1950, Eighty 
first Congress. He did not use the law to make parce ‘| post pay its own 
way: when the admitted parcel post deficit was $85,000,000, a Senate 

munittee suggested that he go before the ICC. He did not. Instead. 

wiited until thie deficit reached S105.0000 000 and the (‘ongress 
rdered him to go. That ts the sort of thing we would like to see 
irbed at dl stopped 

(nother *source oft untapped revenue is to be found Wn colmMmemora 

e st Ups. A recent announcement by the apartment stated that 

Vv four commemorative stam ps would be issued this vear. The rea 

for reducing the program this vear to four stamps is siete’ to 
esent-day conditions and the necessity for conserving material an 
a That may well be the reason advanced, but it is har 
cape the fact that a recent survey by the New York World 

ele ‘gram and Sun disclosed the fact that the average e xpe ereeare for 
mmemoratives by collectors and dealers is estimated to reach the 
s3,000,000 mark, if not more, on each issue. Commemoratives cost 

e Department approximately 29 cents per 1,000—28 cents and § 

Is to be exact. This covers all details such as engraving and dies. 
tying out of the plates, printing, paper and ink, and shipping to 
postmasters. The survey further pointed out that the average pro 
duction required to make an equitable distribution to postimasters 
S 100,000,000 stamps. Thus on the basis of the cost figure above. 
he complete printing of such an issue would cost approximately 


~* 000 to produce. 


} 
t 


+ 
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Of course, many of these commemorative stamps will be used for 
ordinary postage purposes. If, however, only one such stamp is pur- 
chased for philatelic purposes by each of the estimated 10 million 
collectors in the United States, the Post Office Department would 
realize about $275,000 on each issue. We believe that if we headed a 
business that claimed to be $500,000,000 in the red. we would certainly 
not pass up a potential gold mine of new business. 

Persons more qualified to speak on second- and third-class mail 
matter will appear before this committee. We will rest our case on 
those classes with whatever solution is determined by Congress. The 
users of second- and third-class mail would no doubt be more amenable 
to increases in those categories, if they could be assured of good sery 
ice. In other words, a quid pro quo arrangement. 

Mr. Chairman and members of this distinguished committee, if a 
postage-rate increase is the only manner in which letter carriers can 
be paid a living wage, and if higher postage fees is the only way 
that good mail service can be restored, we ask you to incorporate in 
S. 1046 those suggestions we have offered, as appeal to you, and report 
out the bill. Such action will be not only in the interest of the 
employees, but will be more so in the interest of the American people 
in general. 

Senator Lancer. Mr. Doherty. 

Mr. Donertry. Yes, Senator Langer. 

Senator Lancer. May I ask a question, Mr. Chairman ? 

The CHatrMan. Yes, sir. 

Senator Lancer. Who is going to speak on the second- and third 
class mail matter from your organization ? 

Mr. Dounertry. We had intended, Senator, that this statement be all 
inclusive, covering the entire subject, and have stated in the closing 
page of our statement that we would prefer those more expert in the 
second- and third-class fields to discuss those particular categories. 

Senator Lancer. You people deliver newspapers as well as posta] 
cards and other matter. Don’t you think you ought to Say something 
about the second- and third-class mail also? 

Mr. Donertry. Senator, the bill provides a rate increase in second 
and third-class mail, as I understand it, 50 percent in the first year 
and 25 percent over the follow ing 2-year period, 

Senator Lancer. I don’t think it is fair to this committee if you 
don’t take up the second- and third-class mail. 

Mr. Dourrry. We will be very happy to prepare a statement, Sena 
tor Langer and members of the committee, on the second- and third 
class mail. 

Senator Lancer. Because you lay yourself open to the charge that 
you are not doing it because you do not wish to antagonize the news 
papers. 

Mr. Douerry. We do not wish that impression to go out in this 
committee, Senator Langer. 

Senator Lancer. You certainly ought to give us your recommenda 
fions In that respett. , 

Mr. Donerry. If it meets the approval of the committee we will 
issue an additional statement including the second- and third-clas 
mail rates. 

The Cuarrman. We would certainly be glad to have it. 

Mr. Donertry. Thank you, Mr. Chairman. 
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(The statement referred to is as follows :) 


SECOND- AND THirp-CLASS RATES 


The controversy over what constitutes equitable postage rates is almost as old 
as the postal service itself. Particularly has the question of second- and third 
class rates been in dispute. Attention has been focused on those areas during 
the past 2 or 8 vears. 

The present rates for second-class mail were established by the act of May 
29, 1928. There was a slight change made in the rate structure in the period 
1932-34, but except for that 2-vear period the rates are substantially the same 
as enacted in 1928. As far back as 1879, however, Congress established the 
policy of fixing second-class rates on the theory that low rates were in the 
public interest. The act of 1928 would seem to have adhered to that policy 

Whether or not low rates continue to be in the public interest is something for 
Congress to determine. Our organization believes the continuation of low rates 
on newspapers and magazines is definitely in the public interest. The wide 
dissemination of news and general information has had a unifying and educa 
tional value to the citizens of this Nation that could never be reduced to dollars 
and cents. It would seem to us that the present unsettled condition of the 
world, particulariy the menace of communism with all of its accompanying false 
propaganda, should make it all the more necessary that we keep our people alive 
to these threats of every value we believe in 

There were approximately 25,000 second-class mailing permits listed in the 
last available report of the Post Office Department. It is interesting to note 
that about 10,000 of those permits were for nondaily newspapers. Very often 
these small newspapers are the only voice to reach a large portion of our 
citizenry. 

We believe that a thorough study should be initiated by Congress to look 
into the entire subject of rates in the postal service. This investigation could 
be made by a joint congressional committee, or a panel of experts outside the 
Congress but working very closely with this Committee and the House committee 
Perhaps the Postal Advisory Board recently appointed by President Trumat 
could undertake the task, or perhaps work with others designated to dig into 
the subject of business methods, operations, rates and charges of the posta! 
service. Pending the completion of this study, there should be some type of 
legislation of a temporary nature on rates. 

We believe that if rates established 20 years ago were fair and equitable at the 
time, and if they were put into effect after a thorough study by the Congress, 
then today a similar study should be made to determine the increases in han 
dling charges, the effect of inflation on the various operations of the postal 
service, as well as the advisability of continuing low rates on certain Classes 
of mail in the interest of the public. 

In other words, if the present day situation calls for a certain percentage 
increase in one class of mail, because of increased handling charges, inflation, 
and other costs of operation, then should not the same reasoning apply to other 
Classes of mail? We have suggested a 3314 percent increase in first-class mail. 
It is significant that the report of the Post Office Department for the past 20 
years—or since the present second-class rates went into effect—indicate an 
approximate 80 percent increase in the cost of handling second-class mail matter. 
This bill asks for a 100 percent increase in second-class rates, over a 3-year period 

A couple of years ago, when the subject of increased postage rates were being 
discussed, one spokesman for the publishing industry told us that an excessive 
increase would show up unfavorably in the general income tax returns from the 
industry. We do not have any figures on this, but we offer it to the committee 
for thought. It is not always the most advantageous thing to “rob Peter to 
pay Paul.” 

We think that this committee will also want to explore the possibility of driv 
ing considerable revenue away from postal channels from another angle, if ex 
cessive rates are put into effect without a thorough study of the situation. It is 
well known that certain segments of the publishing indystry have been exper 
menting with a system of delivering their product outside postat channels, just 
in case rates were boosted to a point where it would he less expensive to use 
nonpostal channels for their products. The point we want to make in bringing 
up this subject is that if the experiment is adpoted, simple good business prac 
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tices will demand that high unit cost deliveries be left with the postal service, 
while low unit cost deliveries be taken to nonpostal channels. In a densely 
populated area, the industry would go outside postal channels because the cost 
of delivery would be low; in sparsely populated areas, where the unit cost would 
be high, the postal service would be given the job of delivery. And you cannot 
blame the publishing industry for that line of reasoning. 

In this connection, it is interesting to note that withdrawal of these products 
will not only deprive the Post Office Department of revenue, but will not ma 
terially decrease the cost of the delivery operation. <A city delivery carrier will 
still have to make his rounds whether he has second-class matter or not; a rural 
carrier will still go around his route whether or not he has newspapers or maga 
zines to deliver—however, in these high unit cost areas, you can be sure the post 
office will have the job of delivery. Our association has checked into this experi 
ment and we are talking from sound ground when we bring this to the attention of 
this committee 

All in all, we believe that no more than surface thinking has been given the 
subject of second- and third-class rates by those responsible for framing this bill 
n the Post Office Department. Therefore, we hope that this committee will look 
vith favor on our suggestion that the entire postage rate structure in all cate 
gories (first-, second-, third-, and fourth-class) be made the subject of thorough 
study so that postal income will compare more favorably with present day 
expenditures caused by the inflationary trends of our times. 

Senator Werker. Mr. Doherty, I am a new member on this com 
mittee. Ihave listened with great appreciation to your statement, and 
coming from a Western State. such as Senator Langer’s State. I 
nied Spr late Pp robab ly more than a lot of the other Senators the prob- 
lem that is yours. I want you to know I am going to go with you 
right along for an increase in pay for these postal workers. I know 
thousands of them in my State personally who are suffering because 
they are attempting to keep up the esprit de corps of the postal 
service that we in the ota admire so much. 

About 3 weeks ago, Mr. Dohe rty, I returned from the Territory of 
Alaska and I spoke to our chairman here about the problems I found 
there. T want to make this brief, because [ know there are hundreds 
of questions to be asked vou. 

Alaska is a great Territory you know and their principal city, 
their largest citv is Anchorage, which is as large or larger than the 
largest city inmy State. Would vou believe it, Mr. Doherty, that they 
have one mail drop in the entire city of Anchorage, which is placed 
right in front of the post office? Would you believe it that they have 
no business delivery. they have no residential delivery whatsoever 
in the largest city in the Territory of Alaska? Would you believe 
it that they have no mail carrier working in the citv? Would you 
believe it that they have no spec ial de livery carriers working oy in the 
city of adhesin Do vou realize that that post office was ‘built in 
19°8 with something lik ce two employe es? Now that has been increased 
to 51. Wene ed. some delivery service in the Territory of Alaska. 

You told us in vour statement about mail matter ranging from 
Puerto Rico to ti Hawaiian Islands. I am going to do everything I 

an to help. and I am sure this committee will, the people of Alaska 
to see if we can’t afford those ee more than one letter drop, which 
is absolutely a national disgrace. Imagine, if you can, Mr. Dohe rty, 
one month prior to ¢ eetanaian: when a congregate for a mile in 
the snow-covered streets in the city of Anchorage trving to mail a 
peu kage ora le iter. And we are a shout postal service, I think 
right there we owe an apology to the 34.000 people that live in Anchor 


21 4 l () } oa : ] os ee 
age and to the better than 18.000 members of the armed services that 
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are processed out of the Anchorage post office at Fort Richardson and 
Almander. I want to ask you to cooperate with us to see that the 
people of Anchorage get the mail service that they ric hly deserve, I 
know that we have suffered here and we have suffered in Idaho, but 
they have never had anything in Alaska, and they are paying the 
same freight, if vou please, that we are paving here. IL would like 
to have your observations on that, Mr. Doherty. 

Mr. Douerry. Mr. Chairman and members of the committee, I 
concur Wholeheartedly in what Senator Welker has said. 1 know 
there are no letter carriers in Alaska, and to my knowledge there 
never have been. There should be. The conditions, however, that 
he outlines in Alaska are pre ‘valent right here in the United States. 
We find post oflices in practic: ally all sections of the country bulging 
over, that the services are being conducted in rat-infested buildings 
because of the long-term leases that are now in vogue. 

[think it would be well for your committee which is now conducting 
a sweeping investigation, as LT understand it, to include Alaska on its 
genda and make certain that there is a complete and full report. Of 
course it could be done, Senator, 1) administrative action, 

Senator Weriker. The people of Alaska do not do very well on 
administrative action. May [I ask you another question’ Do you 
realize, Mr. Doherty, in this city of Anchorage, Alaska, the postal 
facilities pro ide for 23S post o tice boxes. Now that is sufficient for 

little country town of 3,500, ike in Idaho or in North Dakota, but 
it certainly is not sufficient for a city the size of Anchorage, with 
34,000 people. Do vou realize that as many as 20 families in the city 
of Ane horage take their mail from one mail box’ Don't vou think, 

Doherty, that it is about time that we did something on behalf 
of our peop le up there ¢ 

Mr. Donerry. It is a deplorable situation, Senator, and certainly 
the time has arrived whe i something should be done abo it it. and 
fact it should have been done a long time ago. ‘This witness, however, 
favors statehood for both Alaska and Hawaii. That is a different 
subject, but that may be the answer, in view of the terrific handicaps 
that are strewn in the paths of the people of both Alaska and Hawai. 
I think something should be done immediately to relieve the situation 
insofar as Alaska Is concerned, because the people in Hawall clo have 
as good a mail service as we have on the continent itself. 

Senator Weniker. Mr. Doherty, I want to ask you whether or not 
Vou don't think it is a wholesome idea that our chairman here, by an 
appropriate resolution, ask that a committee from this committee be 
sent to Alaska to investigate these deplorable conditions that exist 
there now 4 

In reference to the matter that vou are in favor of statehood, so do 

i favor statehood: they are my neighbors, but 1am wondering whether 
Al iska ean de ‘pend on very much in that respect from us. | wonder 
whether they would want statehood in view of the way we shock them 
with this so-called postal service that we are giving them. 

Mr. Donerry. Mr. Chairman, may I say to Senator Welker that I 
cannot speak for the Postmaster General, and T doubt he would want 
me to, but IT will say this, he did announce in the House Post Office 
and Civil Service Committee that if any Congressman wanted to visit 
the various post offices, he would make the necessary arrangement to 
see that thev could visit such post offices, and since we have post oflices 
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in Alaska, I can see no objection to having the Senators visit the post 
offices in Alaska. If that offer which was made on the House side 
prevails on the Senate side, it seems to me it ought to be a sort of tit-for- 
tat proposition. 

Senator Weixer. One letter drop, Mr. Doherty, one place that they 
could mail their letters right in front of the post office, with the mass 
herd of people to mail their letters, if you ¢ ba imagine that we could 
not even afford 10 mail drops around the C ity of Anchor ive so the \ 
would not have to trudge down through the snow and storm, if vou 
would help me help the people in Alaska you will get my vote for the 
postal workers. 

Mr. Donerry. You will have our unswerving support, Senator 
Welker. While T have no power to invite the Senators to visit the 
post offices I would offer the suggestion that it would not cost the 
Government much money. It might cost the Senators the price of 
gasoline to get to the different nearby places, and in that respect I 
would suggest that vou visit the Bethesda, Md., post office, just across 
the District line, about & or 10 miles from here ‘ and see what is FOINnGe 
on there. The men are off on sick leave because they cannot stand the 
stress and strain any longer. It is one of the really horrible examples 
of the United States post office that we have right here in Bethesda, Md. 

The CHarrmMan. I am fami lar vith that post office for the simple 
reason that I was at the deacons’ meeting last night at Bethesda and 
eas very question came up. It happened they had mailed out some 

‘ards to the members of the board of deacons, notify ing them that we 
were going to have a get-together this Wednesday, and, to my amaze 
ment, they sent them to the post office on Wednesday and most of them 
received them on Saturday. One man spoke up and said he thought 
he received his on Friday. So Iam familiar with the Bethesda post 
office. 

Are there any questions? I notice vou mentioned that the amount 
to be raised by this bill and also by the ICC would be approximate) 
a little better than $271,000,000, Now, then, I believe vou have stated 
how your organization would feel toward incerasing the amount of 
revenue to be raised by the bill. 

Mr. Donerry. We have sugvge sted the first-class rate increase, which 
would add $232,000,000 to the anticipated revenues in this bill. We 
have suggested an increase in the air-mail rate which would bring 
In some $18,500,000 additional, and we are hoping that there will 
enough in the bill to take care of any anticipated restoration in mail 
service including the Alaskan situation, with anticipated upward wage 
adjustments for the postal employees. The situation is desperate be 
cause of the personnel turn-over that I pointed out in my testimony 
here this morning. 

The CHamman. Is it or is it not your opinion that if we would pass 
this legislation as recommended and then we would increase the em 
ployees’ salary to what would be a reasonable amount for them t 
receive, would our deficit still be almost the same that it is today ¢ 

Mr. Donerry. Not if you carried out the recommendations that we 
made in our testimony. However, if you just pass the rate bill as is 
with the anticipated $271.820,000 in additional revenues, if YOu pass 
it that Way you are going to have a huge deficit next vear regardless ol 

pay adjustment, because you are going to give higher rates to 


the railroads and higher rates to the airlines through the Interstate 
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Commerce Commission and the Civil Aeronautics Board. Since you 
are going to give them higher rates, you are going to have a huge de ficit 
over and above what the present detic it is re puted to be. It seems to 
me in order to make way for these rate increases for mail haul to the 
wirlines and the railroads and the anticipated pay raise for postal 
employees, we ought to get more revenue in this bill. 

Senator Pastore. Do you think the legislation shouid be combined, 
should be made into one piece of legislation 4 

Mr. Dowerry. I have never felt that way, Senator Pastore. Tt 
seems to me it can be handled separately. However, I recall, back 
19Zd a pay bill was vetoed by the late President Coolidge and he used 
as lis veto reason the fact that no revenue was provided for in the 
pay bill and there was no rate bill. Clyde Kelly and Jim Mead got 
together and came in with a rate bill that provided ufficient moneys 
for the pay raise and the late President Calvin ¢ olidin then signed 
the bill. 

Senator Pasrore. [ have no parti ular reason for making the sug 
evestion, but L remember when Mr. Donaldson testified before this com 
mittee last week, or a couple of weeks : ZO, he cited certain figures 

* percent ives of the cos st. TL thin k he ud about 74 percent of the 
appropriation does to salaries and about 23 percent goes for trans 


port ation, and about 3 percent of course is miscellaneous. If we 
recognize the fact that the increase would vield about $300,000,000 a 
year, Which is the cost for the 17 percent increase, what we are doing 
in fact is increasing the rates merely to sustain the increase in salaries. 
If that is the case, why don't we be objective and do this thing right 


by putting it in one package / 

Mr. Donertry. I was in this committee room, page Pastore, the 
time that the Postmaster General testified and I recall he said the 
rural delivery service cost the American people S17. 000,000 a vear, 
and he said the ¢ ity delivery service cost the American people S400,- 
000,000 a year. If you add those two figures and consider them a 
deficit, as apparently the Postmaster General does, that is $575,000,000 
and it is higher than the $521.000.000 which he alleges as a deficit for 
the present fiscal year. It seems to me neither the rural delivery nor 
the city delive ry serv ice should be considered a deficit. It is true they 
are necessary and essential services to the people of the United States 
of America. 

Senator Pasrorr. T am just speaking about costs. Whether you 
have rural or whether you have city delivery, practically all the cost, 
of course, is for salaries which you have to pay to carry out the pro- 
gram. The thang that strikes me, inasmuch as you estimate the cost 
of increasing the salaries would be $300,000,000—and the figures you 
suggest come in about that neighborhood—and we have got to con- 
sider, this standing committee has got to consider both pieces of legis- 
lation, T think it all ought to be wrapped up in one package. We 
ought to tell the American people why we are increasing the rates. 
There is a terrific turn-over and the reasons for it are obvious. At $60 
a week how can aman live with the cost of living that prevails today. 
in respectability? Why should I work for the Government of the 
United States when I can go out and do some menial job and get 
twice as much money? I think it is a disgrace. We have to sit here 
and shadow-box with the men that come here and present a very in 
telligent case. I tell you frankly I am getting a little weary of it. 
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Senator We.ker. I will go with you on that. 

Senator Pastore. I think we ought to stand up and say what we 
mean. 

Senator We.ker. I will go with you on that. 

Senator Lancer. I have been at it 10 years and you have only been 
at it 1 year. 

Senator Weiker. Mr, Chairman, as a part of my examination of 
Mr. Doherty, I ask the consent of the committee that a letter dated 
March 26, 1951, addressed to Committee on Post Office and Civil Ser- 
vice of the Senate of the United States from the Anchorage Chamber 
of Commerce be included in the record, so that the members of this 
committee and the chairman might see it, and I would like the privilege 
of giving you, Mr. Doherty, a copy of that letter and begging your 
help. 

The CHarrman. That will be inserted into the record. 

( The letter referred to is as follows :) 


ANCHORAGE CHAMBER OF COMMERCE, 
Anchorage, Alaska, March 26, 1951. 
Post OFFICE AND Civit SERVICE CoM MITTEE, 
Nenate of the United States, Washington, D. C. 

Gentlemen: The Anchorage Chamber of Commerce submits herewith perti- 
nent information regarding the need of mail delivery service in the city of 
Anchorage, together with facts relative to the transportion of the United 
States mail between the designated points of Seattle, Washington, and An- 
chorage, Alaska. Attached herewith are copies of letters which have been di- 
rected to private parties who are interested in the transportion of mail be- 
tween these two cities. 

The Postal Transportation Service has in existence an annual contractual ar- 
rangement with the Alaska Steamship Co. connecting with the Alaska Rail- 
road for delivery of all classes of mail to Anchorage. This contract establishes 
a fixed fee for the transportion of mail regardness of the amount handled. 
This service is satisfactory to this community principally because it assures the 
city of an even flow of mail and enables the local postal officials to handle 
this mail in an expedient manner. 

Mr. Aubrey D. Lawrence, superintendent of Railway Mail Service at Seattle, 
Wash., has further entered into contracts with the Alaska Freight lines for de 
livery of mail to points in Alaska through the port of Valdez and thence via 
highway truck. This service has been at times more expedient than the steam 
rail service, but this has been the exception rather than the rule. During times 
of inclement weather, mail has been delayed at Valdez from 3 to 4 weeks await 
Ing opening of the highway. The local post office has the facilities to handle in 
an efficient manner about three tons of mail each day. It has no dock to handle 
large sermitrucks and no facilities to handle shipments of two or three thous- 
and sacks arriving at one time. 

It has been the practice of the Postal Transportation Service to load a given 
amount of mail on the trucks and to ship the balance via the steam-rail routing. 
There, again, there are variations of from 1 week to 10 days in the arrival of 
mails which were dispatched from Seattle the same day. The net result is 
that the local post office has no control over nor any idea of when mail will arrive 
or how much. Being unable to anticipate this factor, thev are unable to utilize 
their facilities to the best advantage. Therefore, they have rush periods at 
which time they have thousands of sacks of mail to distribute and lulls at 
which time there is no mail on hand whatsoever. 

The additional cost involved in sending mail by truck is an expense to the 
post office which seems unnecessary in view of the annual contractual agree 
ment with the steamship company and the railroad. Therefore, in view of the 
fact that service is poorer by truck, it does not seem possible that the Depart 
ment can justify this additional expense. 

We have contacted all of the local postal officials in the above regard, and we 
were told that they have tried without success to have the Department refrain 
from sending civilian mail for Anchorage by the truck routing. 

The present facilities of the United States post office in Anchorage were built 
in 1939 to provide service for a community of 3,500 persons. Since that time, 
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the population of Anchorage and environs has increased to 34,000, plus the popu- 
lation of Fort Richardson and Elmendorf Air Force Base, 4 miles from the 
city. Besides providing civilian services, the post office has responsibilities in 
the handling of military mail addressed to APO 942. 

The post office employed 4 persons in 1938 and is today employing 51. It 
has been necessary to assign two clerks to each of the general delivery windows 
with two lines forming at each window. The crowded facilities cause confusion 
and delay in the workroom of the post office and result in long lines of postal 
patrons jamming the post office lobby daily. It is a perfect disgrace in De- 
cember. 

The postal facilities provide 2,138 boxes, a number ample for a community of 
3.500 but far from sufficient for a community of 34,000. There is no home delivery 
in Anchorage. All mail is delivered either through general delivery windows, or 
post office boxes. There is an immediate demand for 5,000 additional boxes. As 
many as 15 or 20 families are now receiving their mail through one box. There 
is sn average of five families receiving mail from one box. Thousands of local 
residents have filed applications for rental of boxes and are on the waiting list 
with little prospect of success. This increases the burden on general delivery 
windows and leads to a situation which is ridiculous. However, without the 
enlargement of the present facilities, there is no space available for the instalia- 
tion of additional boxes. 

Virtually every adult residing in Alaska has come here from the States. He 
communicates with his old friends and associates regularly. The impossible 
situation in the post office leads to widespread discontent. 

The post office has proven a bottleneck in the flow of mail arriving from the 
States. Air mail arrives daily and is handled with first priority. Other classes 
of mail arrive in Seward, Alaska, by steamship and are brought here by the 
railroad train. The volume of mail is sufficient to fill box cars. Because of 
the limited space in the post office and lack of warehousing facilities, the Alaska 
Railroad has had to leave boxcars loaded with mail standing on the sidings for 
as long as a week while the mail matter was unloaded by truck and filtered 
through the meager post office facilities into the hands of the recipients. Because 
boxears were tied up in this manner, the railroad has been impeded in its 
operation and the movement of military freight along the rail belt has been 
delayed for lack of rolling stock. The post office is frequently and commonly 
literally filled to the ceiling with mail sacks. Because additional mail is 
delivered to the post office from the railroad cars as rapidly as space becomes 
available, it has been known that mail sacks at the bottom of the pile have 
remained stagnant and undelivered for weeks because they were inaccessible. 

To further complicate the local post office procedures and efficiency, changes 
made in routing mail throughout interior Alaska have thrown additional burdens 
on the facilities of this city. Large volumes of mail come to Anchorage for 
delivery to Nome, MeGrath, Bethel, Bristol Bay, and the Aleutian chain. It 
must be held in the local post office until the planes leave on their weekly, bi 
weekly or monthly schedules. There is no space available to store this mail. 
It is 2 common thing to have the back landing dock of the post office packed 
full of mail sacks awaiting their turn to be taken inside of the building for 
distribution. These sacks are exposed to weather and theft for long periods 
of time. 

Because of the limited facilities in the post office proper, a number of temporary 
structures have been erected at the back of the Federal building lot. These 
buildings are crowded and unsightly and create a fire hazard in the area. 

The record of cash receipts from the sale of stamps and through box rentals 
alone during the past 183 years shows a twenty-fold increase in business of this 
category. This record follows: 


L938 ; ; --» $24,505.70 
L380 25,560.54 
140 39,637.45 
1941 100,285.49 
1942 : 133,129.94 
19458 116,604.32 
144 : 139,473.05 
1945 ; 145.960.37 
19465 : 167,456.10 
1947 : _. 209,418.69 
1948 : — 800,000.00 
1949 — 450,000.00 
1950 - E clase 500,000.00 
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If the downtown area and business establishments could have postal delivery 
service, it would relieve the situation tremendously. On the average, the 500 
businesses and offices in the business district employ from 2 to 47 persons. 
These employees and their families could then receive their mail through the 
firm with which they are employed. This would do much to relieve the present 
overcrowded conditions and would make more postal boxes available to other 
persons. 

The city of Anchorage has 49 blocks of continuous pavement and sidewalks 
throughout all the business district and running out to several residential dis- 
tricts. The streets are named by signposts on each corner, and the business 
houses and residences are numbered. The city is planning on paving 80 addi- 
tional blocks this summer. Enclosed is the city engineer’s street and sidewalk 
plat of the city. To our knowledge Anchorage is the largest city under the 
United States flag which does not have mail delivery service. 

Your consideration will be appreciated in the above matter, 

Very truly yours, 
ANCHORAGE CHAMBER OF COMMERCE, 
By GeorcGe R. Jones, President. 


Aveust 4, 1950. 
ALASKA NEWS AGENCY, 
Bor 51, Anchorage, Alaska. 

GENTLEMEN: This will acknowledge receipt of your letter dated August 3 
concerning the transportation of magazines between Seattle and Anchorage. 

As the transportation of such matter comes under jurisdiction of the Bureau 
of Transportation I have today forwarded your letter for attention by the Divi- 
sion of Surface Postal Transport, Washington 25, D. C. 

Thank you for calling the situation to my attention. 

Sincerely yours, 
MELVIN NorTHRIP. 
Post Office Inspector in Charge. 


RAILWAY MAIL SERVICE, 
OFFICE OF GENERAL SUPERINTENDENT 
THIRTEENTH DIVISION, 
Seattle 11, Wash., August 4, 1950. 
Subject : 2206, complaint of delay to magazines for Anchorage, Alaska. 
Mr. JoHN M. ANDERSON, 
tlaska News Agency, Bor 51, Anchorage, Alaska, 

Dear Mr. ANDERSON: I have your letter of August 3 making a vigorous com 
plaint on mail service to Anchorage because mails are being handled via Haines, 
Alaska, by truck and stating that a delay of 2 to 3 weeks can be expected i 
delivery of your magazines. 

I cannot understand where you obtained the information in this case as it is 
only intended to use the trucks when there can be an equal or better delivery of 
mail to Anchorage, and further no mails have been or are intended to be 
handled vial Haines. To date the trucks have been used on one oceasion only, 
via Valdez, Alaska, and because of weather conditions the actual delivery at 
Anchorage was not as good as was expected but still could not have affected the 
actual local delivery of the mail to any great extent. 

At this particular date the steamship Alaska is tied up at Seattle with a labor 
dispute and on Thurday morning early the trucks were again used via Valdez 
to advance delivery of Anchorage mail. It is proposed to use all Alaska steam 
vessels and the Alaska Railroad to the greatest extent possible and to only use 
the trucks when delivery can be expedited. 

I am asking Mr. Paul S. Warber of Anchorage, the local representative of this 
office, to contact vou and provide you with accurste information in this case 
and I sincerely hope that you will cooperate with him in informing your Corre 
spondents of the actual condition of the service. 

Respectfully yours, 
R. J. ALEXANDER, 
Acting General Superintendent. 





ADJUSTMENT OF POSTAL RATES lll 


Post OFFICE DEPARTMENT, 
ASSISTANT POSTMASTER GENERAL, 
Washington 25, D. C., September 15, 1950. 
Mr. JoHN M. ANDERSON, 
News Air Co., Post Office Box 51, Anchorage, Alaska. 


Dear Mr. ANDERSON: I have your letter of September 9, 1950, acknowledging 
my letter of letter of August 9, 1950, concerning the handling of mail between 
Seattle, Wash., and points in Alaska. 

Immediately upon receipt of your letter of August 3, the general superintend- 
ent of the thirteenth division, located at Seattle, Wash., was instructed to investi- 
gate this matter. He, in turn, instructed the district superintendent located at 
Anchorage to give your complaint appropriate attention. The report submitted 
by the-district superintendent at Anchorage shows that the information con- 
tained in your letter to me of August 3 was incorrect for the reason that mail 
handled by the Alaska Freight Lines, Inc., had actually been delivered on July 28 
and 29, and that no mail was being transported from Haines by truck to Anchor- 
age, as alleged by you. I also have your letter of August 10, addressed to Mr 
A. D. Lawrence, wherein you state that you are in accord with and heartily sup- 
port our program as it stands to date. 

It is quite obvious that you are not familiar with our instructions with refer- 
ence to the handling of mail between Seattle and points in Alaska nor with the 
laws pertaining thereto. On the other hand, I wish to assure you that we are 
endeavoring to render as efficient service as possible and that our entire purpose 
of awarding contracts, both to the Alaska Steamship Co., and to the Alaska 
lreight Lines, Inc., was in the interest of the Government, to hold down costs. 
You have not mentioned this in any of your correspondence and its is not expected 
that you would for the reason that you are not familiar with this procedure. 
If you have any complaints to tile concerning mail being delayed, which could be 
avoided, I shall be most happy to receive them with a view to taking whatever 
corrective action might be found feasible and practicable. For the reason that 
we have a representative in Alaska, there is no need for me to come to that 
point to investigate the various conditions outlined in your letter. 

Sincerely yours, 
G. E. MILter, 
Deputy Assistant Postmaster General. 


Post OFFICE DEPARTMENT, 
ASSISTANT POSTMASTER GENERAL, 
Washington 25, D. C., August 9, 1950. 
Mr. JoHN M. ANDERSON, 
Alaska News Agency, Bow 51, 
inchorage, Alaska. 


DEAR Mr. ANDERSON : I have your letters of August 3, 1950, transmitted through 
the Inspection Service at Seattle, Wash., concerning papers addressed to your 
concern being delayed as a result of certain of these mails being handled by 
truck and barge. 

First of all, officials of the Postal Transportation Service at Seattle did not 
take upon themselves the opportunity to contract with the Alaska Freight Lines, 
Inc. A contract for handling certain of the Alaska mails was awarded to the 
Alaska Freight Lines, Inc., after bids were solicited upon instructions of the 
Department. Also, it should be noted that an award was made to the Alaska 
Steamship Co. for handling certain mails in accordance with the terms of their 
bid and, therefore, no arbitrary action was taken. 

I note from your letter that by handling mail by truck and barge requires 
a long and circuitous journey over poor highways. -It is my understanding 
that the Alaska Freight Lines, Inc., are handling other than mail and that the 
handling thereof is more expeditious than could be supplied by use of the 
Alaska Steamship Co. and the Alaska Railroad Co. Regardless, the statements 
made in your letter will be investigated for the reason that the only mails that 
should be dispatched to the Alaska Freight Lines are those that might be 
expedited in delivery. Briefly, the two contracts provide that the mails will be 
handled by whichever company can make the earliest delivery. 

You also refer to thousands of sacks of mail being dumped in 1 day by the 
trucker and that for this reason it is not possible for the post-office personnel 
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to work this mail in any reasonable time. The purpose of awarding a contract 
to both the Alaska Steamship Co. and the Alaska Freight Lines was to avoid 
this condition complained of by you, and to divide the volume of mail reaching 
Anchorage and other points so that the volume received on any one day would 
be less than if the dispatches were made less frequently. I also doubt that 
thousands of sacks of mail could be handled in one or two trailers for the reason 
that normally a 60-foot storage car only handles approximately 1,000 sacks of 
mail. Obviously, if all of the mails were handled by the Alaska Steamship Co. 
and by the Alaska Railroad, the volume received at one time would be greater 
than by dividing the dispatches, and it is my opinion that the condition you 
complain of would be aggravated instead of eliminated. 

I have attempted to answer to a limited degree several of the issues raised 
by you, but even so this matter is presently receiving further attentiom with a 
view to handling the mails between Alaska and Seattle in the most expeditious 
manner 

Sincerely yours, 
G. E. MILier, 
Deputy Assistant Postmaster General. 


The Cuatrman. Are there any other questions? 

Senator Cartson. Mr. Chairman, I would like Mr. Doherty to ex- 
plain to me—it would be very helpful at least to one member of the 
committee—something about the cost-ascertainment method used by 
the Post Office Department. How do they arrive at the cost ascer- 
tainment? I presume we have some post offices in the United States 
that show profits on the basis of receipts and expenditures, and then 
of course we have some large numbers that do not. I realize they can- 
not be profitable because the Post Office Department is a service 
organization. 

Mr. Donertry. We have a cost-ascertainment expert in the person of 
Secretary Keating. If you have no objection, I would like to defer 
to Secretary Keating on the question of cost ascertainment. 

Senator Cartson. That would be up to the chairman. 

The CHatrman. Mr. Keating, we will be glad to hear from you on 
cost ascertainment. 

Mr. Kearine. The process of arriving at any accurate cost is very 
difficult indeed. The Department has a very difficult problem. Now, 
in arriving at a figure they use statistics and they use a sort of sam 

pling method to determine the cost of various ¢ ‘Jasses of mail. There 
are a certain number of offices that are selected for a cost-ascertain 
ment study. The receipts of the office are analyzed, and as to the mail 
handled, there i is an attempt made to break down the various classes 
of mail carried through this sampling method of analyzing the finan 
cial statistics on the receipts of the office. 

The greatest fault of the cost-ascertainment system, in my opinion, 
is it an: aly zes the cost of the Post Office Department according to the 
costs of the various types of mail. The only other items that are 
given any consideration are what are referred to as subsidy items. 

The actual cost of handling the mail of course is done on a sam 
pling basis and it is not entirely accurate, because, as we pointed out, 
it ignores completely the service angle. Fundamentally, the Ameri 
can Government has always been built on the pr ine iple of extending 
service to the people. In the early days we policed the country : nd 
of course we could extend service to Alaska just on the basis of general 
welfare to eve rybody. 

Your cost-ascertainment system does not take into consideration 
the fact that a magazine, for example, that is mailed in Philadel! 
phia, to be delievered in Philadelphia is delivered for a couple of cents. 
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and if it is sent up to some place in Alaska it may cost 75 cents to 
handle that one piece of mail. It merely does it on a quantitative 
basis, without any differentiation’ between the different offices, but 
they do take a sampling from the first-, second-, third,- and fourth- 
class offices. 

The breakdown itself is not scientific. The carrier working the 
mail cases the mail and the clerk making the cost ascertainment is 
working with him, and as he takes the mail out of his case at each 
stop on a route he calls off the type of mail that he has for that stop. 
That is not entirely accurate, because he could have five letters and 
two circulars, but the report shows only circulars and first class. 

Senator Cartson. On that delivery, let us get down to cases. let us 
go out to the rural route and let us say the carrier has three letters for 
a certain stop, do they have points for each letter / 

Mr. Krarine. No; they check it off according to the number of stops 
and the types of mail that he has for those stops and then make a 
division, arbitrarily, between the particular types of mail at each stop. 

Senator Cartson. Here comes a carrier and he has letters, he has 
second-class mail and he has parcel post, do you allocate percentage 
points to each type of mail? 

Mr. Keating. They go through the whole route. For example, 
suppose he had 300 stops on the route, they go through the route, they 
check each stop as to first-class mail, circulars, and parcel post. They 
do not make an exact count, however, but they show each stop had a 
certain class of mail and they get a bulk figure on the percentage cost 
of mail. They have made some recent changes in the cost-ascertain- 
ment method. 

Senator Cartson. Mr. Keating, I think this is important in the 
consideration of this proposed rate increase, because I think we need 
to know how much they charge to first-class mail, second class, and 
parcel post. If you have any additional information in the way of 
tables of figures for the record, I would like to have them inserted. 

(The information requested is as follows :) 


Cost ASCERTAIN MENT 


It is rather difficult to give a simple explanation of cost ascertainment. A good 
deal of the difficulty stems from the complicated nature of the problem. If they 
were to arrive at an exact estimate of the cost of handling mail, it would be 
necesSary to trace a letter or other piece of mail, starting with the purchase of a 
stamp. They would have to make an exact analysis of the cost of handling the 
letter at the office of origin, the cost of transporting the mail by train, contract 
vehicle, or other form of transportation, the cost of handling the letter or other 
piece of mail at the point of receipt, and finally the cost of delivery. In addition 
to this, they would have to make proper cost allocations of rents, administrative 
costs, purchase of equipment, administrative salaries, purchase of supplies, ete. 
It is obvious there are many difficulties in arriving at a figure that can be uni- 
versally accepted. 

To begin with, in analyzing the receipts of a given office, it is impossible to 
make an exact division as to what amount of the receipts should be allocated to 
the different classes of mail. When a stamp is sold, there is no way of knowing 
to What use that stamp is going to be put—it could be used on a letter, on a parcel, 
for special-delivery purposes, or placed on any class of mail. For purposes of 
profit analysis, it is relatively simple to determine exactly what they take in for 
each item in a retail store, for example. The individual cost and the extensive 
personnel costs stretching from the sale of the stamp to the ultimate delivery of 
mail makes an exact analysis of postal operations difficult. 

The volume of mail handled by the Post Office Department is so great that it 
is impracticable to set up a system that would cover every single office. For that 
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reason, a sampling method is used, and a number of offices are selected for the 
test. All post offices in the United States are grouped according to receipts. 
From each group, representative offices are designated to furnish detailed statis- 
tics as to the revenue, number of pieces, weight and volume of each of the several 
classes of mail originating at those offices. There are 526 designated post offices, 
plus 89 foreign exchange offices. Forty-one offices make rural route tests only, 
and 84 large offices submit data with respect to the mails, supplementing the 
statistics submitted by the general data office. The receipts of the 526 cost-ascer- 
tainment offices selected usually average somewhere between 40 and 50 per cent 
of the total receipts of the Post Office Department. This is principally due to the 
fact that the 20 larger offices are used. 

In order to obtain the weight or the volume of mail, all mail received at the 
originating office is carefully weighed, and the statistics with reference to the 
weight are quite accurate. Attempts are made to get accurate counts on all 
classes of mail; however, the only class of mail in which an accurate count can 
actually be made is first-class mail, and that is subject to some error. The count 
of first-class mail is taken from the canceling machine, which records the number 
of letters that pass through the machine. However, flat mail and oversized let- 
ters do not pass through the canceling machine and these pieces are counted by 
hand. A good deal of the counting at originating offices, particularly parcel post 
and third-class mail, is done by estimate. Because of the necessity of keeping 
the volume of mail moving, it is impossible to put enough help on to make an 
actual count and still get the mail out somewhere near schedule. 

Parcel post is usually counted by estimating the number of pieces contained 
ina sack, This system is not accurate in that the number of pieces vary accord- 
ing to the size of the individual pieces of mail. The count on third-class mail is 
not accurate in that the mailing is usually done in bulk and the mail does not 
pass through the canceling machines but the number of pieces is estimated. 

Cost-ascertainment studies are made in 4 weeks during the year. The weeks 
are set on a national scale. An attempt has been made to pick out weeks that will 
give a representative average. There is a great deal of fluctuation in the volume 
of mail on a week-to-week basis and conceivably there could be a difference of 25 
percent in volume on the week following that in which the cost ascertainment 
was taken. 

The method used to secure a count on the number of pieces of second-class mail 
is quite accurate in that the publishers are required to submit a report giving a 
State-by-State breakdown of their mailings. Even here, however, there is a great 
deal of error in getting the count and the exact number of pieces, because the 
statistics given the Post Office Department by the mailers are given at one time of 
the year and the circulation lists are subject to a great deal of fluctuation 
throughout the year. The weight of second-class mail is accurate because the 
mail is charged for at a pound rate. 

At the office of receipt, a check is made on the volume of mail following pretty 
well the procedure that is enumerated above in the case of the offices of origin. 
It is necessary, however, to determine what the delivery costs are. In these 
offices, a number of carriers are selected to make the test. Usually two are 
selected from each type of route. A clerk is assigned to work with these men 
and they check off the stops, weigh the mail and make an arbitrary division as 
to the different types of mail delivered by the carrier. The test is arbitrary to 
this extent, in that each stop made by the carrier is listed and the type of mail 
delivered to that particular stop is checked off without any record being made 
of the actual number of pieces of the different types of mail. This results in a 
great deal of error. 

In rural delivery, similar tests are made in the 41 offices selected for that pur- 
pose. On the basis of the results secured from this analysis, allocations are 
established and charges are made against the different types of mail. For ex- 
ample, a certain percentage of the cost of rural delivery is charged against sec- 
ond-class mail, a certain percentage against parcel post, and a certain percentage 
against first- and third-class mail. 

In arriving at the final conclusions, of course, the sampling that is described 
in not too much detail, but in a general way, is applied to the receipts and ex 
penditures of the entire postal operation—rental, transportation costs, all sal- 
aries, ete. It is obvious from this hurried description of procedure that, at best, 
only approximate charges can be secured. A great many errors enter into the 
statistical analysis in that the employees selected to participate in the study usu 
ally are not trained for the particular study and the work is imposed on most of 
them as an added duty. It makes it difficult, of course, for these employees to 
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carry on their usual full-day occupation and do accurate statistical work at the 
same time. 

The cost ascertainment system, of necessity, is arbitrary and there are many 
things it does not measure. After the various credits are arrived at, then an 
arbitrary division is made of expenses and revenue, and there are many, many 
things that are not measured. As Mr. Doran pointed out, there are over 20,000 
fourth-class offices. Most all of these are vitally necessary, if we are to have a 
Nation-wide postal system. Congress has always recognized the need of estab- 
lishing service in many areas for the welfare of the Nation. In the early days, 
the police work in the frontier communities was done by the United States 
Army. More recently, the Government has appropriated money to extend rural 
electrification and has appropriated money to extend rural telephones. The Post 
Office Department furnishes service in many areas where the service is conducted 
at a substantial loss and no measure of these services is provided for in cost- 
ascertainment figures. For example, to quote a few fourth-class post offices, the 
receipts for the calendar year 1947 in Recovery, Ga., were $35 and the payment 
to the postmaster in that office was $252. In Ayersville, Ky., the receipts were 
$39 and the payment to the postmaster $25 2. In Evansville, Mo., the receipts of 
the office were $44 a year and again the postmaster’s pay was $252. In Croxton, 
Va., the receipts of the office were $45 and again the postmaster received $252 
These post offices anld many others like them can be justified only as service 
agencies. The postmasters are not overpaid. These offices are usually located 
in communities sparsely settled and the postal service is a necessary contact with 
the world. This type of operation is entirely justified. Unfortunately, the cost 
ascertainment in its over-all analysis does not make proper allowance for the 
fact that mail in some instances is delivered in highly congested areas where 
there are several thousand patrons living in one square mile, and in other areas 
where there is an average of less than one patron to every square mile. Most 
of the data on which allocations are established is secured from offices in metro- 
politan areas. Cost ascertainment does not properly estimate subsidy items. In 
some instances, leases could properly be placed in that category. Costs and 
charges are lumped in cost ascertainment, the division of costs is made on an 
arbitrary basis, established on approximate facts. The results can in no way 
be regarded as scientific and absolute. The most that can be said for them is 
that they are an approximation. 

The Cuatrman. I notice you make reference to Mr. James J. Doran 
here who is the former Director of Rates and the former Chief In- 
spector. Does he still hold the same position and did he hold it at the 
time he wrote the article? 

Mr. Donerty. No; Mr. Chairman and members of the committee. 
Mr. Doran retired from the postal service last October. He is now 
on retirement. 

I want to say for the record Mr. James J. Doran is a long time 
career employee. In 1932 he became the inspector in charge ‘of the 
Greater New York area, and he also served as Chief Post Office In- 
spector. He succeeded the present Postmaster General in that ca- 
pacity. He is eee, one of the most intelligent men that 
ever came into the Post Office Department, and we, the letter carriers, 
look upon his retirement with keen disappointment, because we were 
hoping that a man with his outstanding qualifications would remain 
in the postal service. 

The CHairMan. He is connected with your organization / 

Mr. Douerty. No. That is one of the stories that emanates from 
the Post Office Department, Mr. Chairman and members of the com- 
mittee. Mr. Doran is in no wise connected with the National Associa- 
tion of Letter Carriers. He is not on our payroll. He received no 
compensation whatsoever for writing the article which appeared in 
our last monthly magazine, the Postal Record for March. He received 
no pay or compensation of any kind for that article, no matter what 
stories come out of the Post Office Department. Those are deliberate 
lies. 
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Senator Lancer. Mr. Chairman, I suggest that possibly a subcom- 
mittee headed by Senator Dirksen, or Senator Clements be appointed, 
and I think they ought to subpena in Mr. Doran and get the benefit of 
his advice. 

Senator Dirksen. Will you let me pursue that just a little? 

Senator Lancer. Yes. 

Senator Dirksen. I am interested in that matter. I understand 
Mr. Doran became a substitute letter carrier in 1906. 

Mr. Donertry. That is correct, Senator Dirksen. 

Senator Dirksen. He was identified with the postal service ever 
since that time, until he retired on October 1, 1950. 

Mr. Donerry. That is correct. 

Senator Dirksen. Now the other thing that impressed me is that 
he was the Chief Inspector for 4 years, from August 1945 to July 

1949, and then he was Director of Budget and Planning from July 
1949 to August 1950, so he certainly occupied a position of responsi- 
bility and had an accumulation of field experience and departmental 
experience that is rather hard to beat in a period of roughly 44 or 45 
years of postal service. 

I think the matter is worthy to be pursued, because evidently there 
is some feeling between Mr. Doran and the Postmaaster General, and 
I can only express it by what transpired in the hearings before the 
Treasury Department-Post. Office Subcommittee on Appropriations 
in the House when they took testimony not so long ago on that bill. 
I notice that Mr. Canfield, who was chairman of the subcommittee 
when I was on the subcommittee over there, raised the question and 
when he referred evidently to the Doran approach here. Mr. Don- 
aldson, the Postmaster General, said at that time: 

I do not want to be drawn into any argument with former postal people. I 
am not going to lower the dignity of my office by getting into quarrels with them. 
There is no polities in my dealings with the postal people. 

Then Mr. Cenfield asked him whether he had seen Mr. Doran’s 
comment which was critical of the curtailment order, and the Post- 
master General said: 

Yes. I have heard it but I have not seen it. 


Then Mr. Canfield raised another question and Mr. Donaldson's 
response was as follows, referring to Mr. Doran: 


Since he has allied himself with the officers of the National Association of 
Letter Carriers, you can expect him to write a lot of things that might be 
critical of the Post Office Department, which would be exactly in opposition to 
what he has contended over the years when he was connected with the postal 
service, 


There was more colloquy and then a further response by the Post- 
master General to the effect : 


I want to point out it is quite significant he is now writing for pay, and being 
paid by the organization which has put on such a tremendous campaign against 
these curtailments, and put out a large flier throughout the United States, that 
was known as their 21-point program, to incite and invite complaints. 

The circular put out throughout the country was misrepresentative and 90 ner 
cent of it was untrue. I want to point out that this man who is now writing for 
pay, irrespective of the number of years he spent in the postal service, smirks of 
sour grapes. 

% H: Bi * * 
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I want to go further than that and say I do not believe the man is competent 
to taake any such report with intelligence. I do not think he knows the facts 
about the things on which he is reporting. 


Now, Mr. Chairman, I have had an opportunity to examine Mr. 
Doran's article. It was written in response to Mr. Doherty’s letter. 
Mr. Doherty wrote Mr. Doran on January 8, 1951, and Mr. Doran’s 
response is in the nature of a reply to Mr. Doherty’ s letter. 

I must confess that I have been rather impressed with Mr. Doran’s 
analysis of the postal service. I don’t know too much about it, but I 
am no amateur, I sat for a good many years on the Post Office Appro- 
priations Subcommittee, and as I examined this analysis from the 
standpoint of cost ascertainment, what seemed to be hidden subsidies, 
curtailment of service, and other recommendations, I was rather deeply 
impressed, 

Mr. Pastore, in response to the observation you made a while ago, 
Tam inclined to concur that the thing to do is to roll up all the problems 
in one bill, because if you do not you are going to have nothing more 
than a piecemeal solution of this Post Office Department problem. I 
think the time has come to bear down and to bear down now or we are 
going to wind up our efforts here in the contention you made that the 
rates that are put before us will do nothing but take care of the pay 
increase. 

Now my own notion about the thing is, first of all, that if we are 
going to do a good workmanlike and cr: Ranaalin job it is the re- 
sponsibility of this committee, first of all, find out about the efliciency 
of this Department. Mr. Doran documents his statements, and there 
comes this morning in Mr, Doherty’s testimony something from the 
Bureau of Accounts of the Department itself, which is the Report on 
Special Study of Unit Costs on Classes of Mail and Special Services 
at 20 of the Largest Post Offices, September 12 to 18, 1949. This is a 
rather revealing study because it has there the elements of an under- 
standable unit basis. A measure of work in one office will cost 85 and 
in another first-class office it will cost $2.75. Now there may be an 
explanation for it. The tables are all here, certainly. and that, to me, 
looks like an unwarranted disparity in the cost of handling a same 
kind of mail matter in a first-class office. If, as Mr. Doran says, that 
may indicate a saving of $45,000,000 or more, then our first approach, 
before we can determine how much mone y we have got to raise, is to 
find out first of all how much we can save. In order to determine what 
we can save we will have to go into the air-mail subsidies. There must 
be a divorcement of air-mail pay and air-mail subsidies in this bill. 

Then there is this question of railway-mail pay, because in the 1952 
budget there is a very, very substantial amount, | guess it is $378,000,- 
000 or more, and we are up against the very astonishing proposition 
that all these years the Post Office Department, in my judgment, has 
been negligent, and maybe we have been negligent, too, in being the 
only shipper in the country that pays for empties. You can send so 
many cubie feet of mail from Washington to New York and the rail 
road gets paid for the empty coming back. They can put it in any kind 
of rolling stock and send it to Trenton, N. J., and leave it there for 2 
days, or om it to Baltimore and leave it there for a week, but they get 
paid for i 

This i matter was the object of an exploration by the Genera! 
Accounting Office, in a report that was submitted to the Eighty-first 
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Congress, second session, and here is the General Accounting Office 
report, and it is an astonishing thing. The Comptroller General's 
report says: 

The Postmaster General, in accordance with the act of July 1916, filed a 
comprehensive plan with the Interstate Commerce Commission on January 2, 
1948, to be effective August 1, 1948. However, no regulations have been issued 
under the plan. But the Interstate Commerce Commission, by order of March 
30, 1950, has set hearings for September 19, 1950. 

You are dealing there with millions, and with hundreds of millions 
of dollars, and it is my own opinion that a very substantial amount of 
money is being lost in that field. 

Now I think our first job is to make sure as we go all through these 
things, and that is the reason I ask that the Postmaster General come 
back, or that Mr. Wentzel be questioned, and then we will find out 
how much money we have got to raise, and then we will add the esti- 
mated pay raises for the services, and then we have a residual amount 
that we have got to reach, and we can reach it only by the raise in 
rates, and that means increases. We will have to take this bill and 
go through it from stem to stern and measure every proposal and 
estimate it accordingly. 

Now the only thing that is in here is on first-class mail, of course, on 
these postal cards and post cards, and doubles, and local delivery of 
first-class mail, but I am rather enamored of the idea because first- 
class mail, on a part of it, seems to carry its way and it is really doing 
its job. I think the point made by Mr. Doran that 2,000 post offices 
in the country subsidize 39,000 others that do not carry their way, 
and that it is in 6 percent of the post offices that there are really effective 
curtailment orders, is well to be considered. 

This was rather illuminating testimony that we had this morning. 
I wanted Mr. Doherty to let us know whether or not Mr. Doran is on 
the payroll of his organization or whether what the Postmaster Gen- 
eral says about him is correct, because if he comes as an uncritical 
witness we ought to know it in advance and we ought to be able to 
make our own determination that Mr. Doran’s record made a pretty 
good case for itself, unless there is something to the contrary. 

Mr. Chairman, I think at this point, since the Postmaster General 
has stated that he has not seen this article, that it be inserted in the 
record at this point, so that the Postmaster General, when he comes 
back, may be able to answer the questions if we desire to ask him some- 
thing about it. 

Senator Lancer. Why not send it to him ? 

The CHatrMan. He will get a copy of the transcript of the record. 

Senator Dirksen. I just wanted to be sure that he saw this. 

The Cuarrman. If there is no objection, the article will be made a 
part of the record. 
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(The article referred to is as follows:) 


{From the Postal Record, Washington, D. C.] 
Our PRESENT POSTAL SERVICE 
(By James J. Doran) * 


NATIONAL ASSOCIATION OF LETTER CARRIERS, 
January 18, 1951. 
Mr. JAMES J. DORAN, 
Chevy Chase 15, Md. 

Deak Mr. Doran: You are undoubtedly familiar with the present postal cur- 
tailment program and the existing controversy resulting from the orders con- 
tained in the Postal Bulletin of April 18, 1950. As one who has spent a lifetime 
in the United States postal service, I am convinced beyond words that a statement 
from you would be of great importance at this particular time. 

I am in a position to publish whatever statement you care to make in the 
monthly organ of this Association, the Postal Record. It goes without saying 
that whatever your approach to the postal problem, this association will publish 
your views verbatim. 

It is my firm conviction that you will be rendering a great public service by 
making known your views on the present-day postal system. 

With kind regards, I remain, 

Sincerely yours, 
W. C. Donerty, President. 


CHEVY CHASE 15, Mp., February 14, 1951. 
WiLiIAM C. DOHERTY, 
President, National Association of Letter Carirers, 
Washington, D. C. 

Drar Mr. Donertry: I have given a great deal of consideration to your letter of 
January 18, 1951, in which you invite me to make a statement on our present 
day postal service to be published in your official organ, the Postal Record. 1 
note that you have agreed that anything I might offer in the way of an article 
will be published verbatim. 

I have decided to accept your offer and I do so in the hope that some part 
of the article which I will submit may in a small measure lead to a settlement 
of the present-day postal controversy. Some of my friends will perhaps think 
that it was unwise on my part to become involved in this controversy, but 
to those who would form such an opinion, I call their attention to the possibility 
that any dispute, disagreement or controversy stands a better chance of being 
adjusted and settled equitably if all of the truth is known and understood and 
not just a part of the truth. I believe that I have in my possession and I am 
setting forth in the article certain features of the rate situation and the postal 
curtailment matter that have not been given very much publicity in the past. 

I thank you for your offer. 

Sincerely yours, 
JAMES J. DORAN. 


Until shortly after World War II the average American, and in fact all 
Americans, took our postal service for granted. It was looked upon with confi- 
dence and faith in its honesty and efficiency. Its rank and file could, if they so 
desired, boast of a fidelity not easily equaled and never surpassed. If its laws 
were broken or violated its Inspection Service went into action and stayed at it 
until the lawbreakers were in custody and punished. It could match its per- 
formance with any of its fellows in the National Government and do so without 
apology or explanation. 

It was generally credited with doing a fine job during the war and was 
praised highly for contributing a great deal to our fighting men’s morale by its 


1 Substitute letter carrier, 1906, Waterbury, Conn.; regular carrier, 1909-14: appointed 
post office inspector, July 1914; inspector in charge, New York, N. Y., June 19328 to July 
1945; Chief Inspector, August 1945 to July 1949; Director of Budget and Planning. Post 
Office Department, July 1949 to August 1950; Director of Rates, Post Office Department 
August 1950 to October 1, 1950; voluntarily retired, October 1, 1950. 
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prompt and efficient handling of the military mail. It did all this in spite of 
the absence of thousands of its best employees who were in the war. After the 
war rising costs of operation brought on staggering deficits which aroused Con- 
gress and brought considerable criticism from a variety of sources. This made 
a strange and not easily understood picture—with a less experienced force during 
the war we were praised; with our experienced and efficient men and women 
back at work, we were being charged with waste and inetliciency. 

There had to be a reason for this Change and the reason was not hard to find. 
The Department wanted a raise in postal rates and the publishers and heavy mail 
users Said, “No, it was not justified. Cut your costs. Put in up-to-date methods. 
Avoid your duplication. Dispose of useless records,” and on and on. The 
deficit had grown steadily until in each of the fiscal years of 1949 and 1950 it 
exceeded $550,000,000. All concerned became postal-deticit Conscious. 

‘The Department and other parts of the Federal Government had been investi- 
gated by the Hoover Commission. After the task force that spent the greater 
part of a year in its work on the postal service made its report a claim arose 
that a yearly savings of more than 200 million was possible if up-to-date 
methods were used and modern mechanical equipment bought for the field 
service. This was just the kind of charge the opponents of the increased postal 
rate bill wanted and they used it to the best of their ability and capacity. 

Just about the time it seemed nothing more could happen to or be said about 
the postal service that would add to its worries and troubles, the Post Office De- 
partment, yes; the Department itself, decided otherwise. The Department 
reached the conclusion it had to curtail and eliminate postal service throughout 
the country. Accordingly, on April 15, 1950, there appeared in the Postal Bulle- 
tin one of the most drastic orders ever written by a Postmaster General. You 
are familiar with the order which has been properly labeled the “Curtailment 
order.” 

Now for the reasons for the order. The Postmaster General said Congress and 
the Bureau of the Budget has reduced his requested for appropriation by such 
amounts as to compel a curtailment in postal service all over the Nation. He 
explained there was no other way in which to meet the situation and the order 
was placed in effect despite the opposition of Congress, the public, business, and 
the labor unions of postal employees. There had been substantial reduction in 
the amounts asked by the Department by the House of Representatives, and the 
Postmaster General took the viewpoint the Department would not be allowed to 
proceed on a delicit-spending basis. The Senate had not yet acted on the appro 
priation bill. 

if | or any other person were to say the order was a mistake, that there wer: 
other means of reducing the over-all costs of operating the postal service, and 
failed to produce evidence to support and substantiate such a contention, you 
the reader would promptly and properly proceed to the conclusions my views 
and opinions were worthless. In place of setting my views and opinions on 
whether the order was a mistake, I am going to place before you facts, clear un 
disputed facts, all of which have been published by the Department at one time or 
another. All that is contained in this article is public property and a matter of 
public record. If perchance some of these public documents conflict with or 
contradict the efforts and representations of the Department in its fight for 
higher postal rates, then the Department must truly accept the responsibility 
so created, And if these public papers or some of them cast an element of doubt 
on the validity of the Department’s case before Congress and the people, the! 
the Department can blame itself for a not too carefully prepared and presente! 
line of evidence to establish the proof that higher rates and service curtailment 
were absolutely necessary. 

Your organization contends the Postal Establishment is a public service and 
the need for a balanced postal budget is not as vital as the Department claims 
You have called attention to other departments of the National Government that 
produce little or no revenue and yet obtain their appropriations without appar 
ently too much trouble. All Americans use the postal service. Therefore it is 
a public service. As to the value of the contention that it should be supporte:! 
by congressional appropriation regardless of the disparity between income and 
expense, that at first glance seems a wide departure from what might be con 
sidered the good old-fashioned “earn your own keep” American methods. But if 
we look into the history of the postal service right down to the present moment 
we find considerable support for that very theory. Yes; the records of the D 
partment will show that more than 39,000 of the more than 41,000 post offices o 
the country could not operate without what is truly a postal subsidy. 
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These 39,000 offices are of the second, third, and fourth class and are called 
district offices. At none of them are the receipts more than $40,000 a year and 
many have annual revenue of only a few hundred dollars. But they are neces- 
sary and perform good service, a service that our people could not and would 
not to be expected to give up. Far from being self-supporting they cause an 
annual deficit of about $130 million and this does not include the cost of mail 
transportation to and from these offices. The Department says its mail transporta- 
tion costs amount to over $420 million a year. It would be difficult to apportion 
the exact amount of the total transportation charges to these district offices but 
recalling they are located in 39,000 different places in all 48 States and our 
possessions, an estimated $50 million, which is slightly over 10 percent of the 
whole cost, would certainly not seem too high. At any rate a very substantial 
deficit is to be expected year after year and it can only be met by congressional 
appropriation. 

Suppose the Department got a 20-percent increase in rates, the added revenue 
at these district offices would amount to probably not more than $10 million unless 
the rate on first-class matter were raised. All the efforts of the Department up 
to the recent time were for increases on everything except first-class mail. Con- 
gress can never be expected to hike postal rates sufficiently to wipe out the deficit 
in these district offices and it should not attempt to do so. 

The Postmaster General and other officials of the Department have stated 
on many occasions that the cost of free postal services to other Government de- 
partments and agencies, free in county newspaper handling, etc., amounts to 150 
million dollars a year. Add this to the annual deficit at the district offices and 
you have 280 million dollars or more than one-half of the entire postal deficit. 
And if we add the 50 million dollars (estimated) for mail transportation to these 
39,000 offices we have a total of 330 million dollars. This amount we will agree 
takes quite a slice out of the total postal deficit of 570 million dollars. And if 
you add to that the subsidies given the air lines and other carriers of mail, you 
have accounted for at least 400 million of the deficit. Subsidies should be rec- 
ognized and labeled as such and there is no justification for the postal service be- 
ing saddled with them. If Congress decides to reduce the amount of postal 
subsidies given, it can do so by increasing postal rates, but it cannot wipe out 
either now or in the future the subsidy it is giving to support the district oltices. 

The 39,000 represent 94 per cent of all the offices in our postal service. The 
other 6 percent make a protit, and they, the 6 percent, were the ones most affected 
by the curtailment order. If a postal rate increase is granted it is their profits 
which will be increased. But is it a fair arrangement to expect the larger offices 
to produce enough revenue to wipe out the deficit, excluding the 150 million dol- 
lars Which is the cost of the free services? Any increase in postal rates will be 
effective at all offices, but unless the Department changes its stand and asks 
for an increase on letter mail postage—on which it claims to make a profit—the 
added revenue at the district offices will be slight compared to that of the 6 per- 
cent now more than earning their expenses, Until this subsidy to the postal 
service is recognized and treated as such and not placed on the mail users at 
the profit making offices there can be little or no hope of proceeding in a fair 
and equitable manner in this matter of rates. Certain rates should be raised, 
particularly those on second- and fourth-class, but all concerned should be cer- 
tain of the equity involved in the increases requested. 

The Department’s basis for asking for increase in postal rates is to be found 
in its cost-ascertainment figures and statistics. Cost ascertainment is a time, 
weight, and count study on all the mail-handling and special-service operations 
made at more than 500 offices of all four classes located in various parts of the 
country. From this study the Department puts forth the information that cer- 
tain specified losses are incurred in handling second-, third- and fourth-class mail, 
and all the special services excepting postal savings. The opposition to the rate 
increases, and this opposition is numerous and forceful, says the cost figures are 
not accurate; that the Department does not know what its costs are, and further- 
more it cannot be expected to find out What is cost With relation to each operation 
are under its present system of cost ascertainment. 

Congress has a real interest in the postal service. True it has not passed the 
rate bill; probably because the Department said we lose so much on each opera- 
tion and each class of mail except first, but it apparently did not produce enough 
proof to satisfy Congress on that issue. 

The postal service should pay its personnel good wages, better than at present, 
and improve working conditions where possible; and the personnel owes it to it- 
self, the Department and the people to do the best job possible. Postal employees 
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have a great investment in the service. The best and greatest investment pos- 
sible. It is themselves as people and their future, and it is upon them that the 
country must depend for an efficient service. The employee, like the Department 
must be realistic and recognize conditions and facts as they exist. If they can 
be changed for the better, well and good. If not, they must be faced. And one 
of the important facts to face is the cost of operation in the largest oflices. 

Cost-ascertainment figures show there is a difference in cost, a great difference ; 
and, until it is wiped out or plainly explained and accounted for the entire service 
is on weak ground in trying to convince anyone, especially Congress and the pub 
lishers, that an appeciable boost in rates is justified. 

The Department has accepted cost ascertainment figures and bases its efforts 
for increased rates on these figures. The Department claimed it could not con 
tinue to give the country the postal service that was in existence on April 17, 
1950, and for some time prior thereto, because it was not getting the mone) 
needed for that service, and curtailment was the answer to the problem created 
by reduced appropriations. The head of the Department said he disliked to 
curtail the service but, as the entire postal service was operated economically, 
there was nothing else to do. Savings were not possible in any other way 
Sounds reasonable, doesn’t it? A frank sttaement made about a frank and 
drastic order. 

Now, no one who knows the officials and those holding high places in the Cost 
Ascertainment Division as I do would charge these officials and employees with 
a desire to work against the Postmaster General. On the contrary, they are 
loyal, honest people. Their responsibility is to put the data and statistics 
together in the form of reports and costs on different postal activities. These 
figures are gathered in the field. Under date of March 15, 1950, such a report 
was prepared and it was issued about the time of the April 18 bulletin 
perhaps a few days later. This particular report contradicts the assertions 
that savings could only be made through curtailment. Yes (if the report is 
accurate, and in the absence of evidence to the contrary, it should be accepted 
as accurate), this particular report dealt with the cost of operation in the 20 
largest offices of the country. On one item, the cost of handling first-class mail, 
one office showed a cost of 133 percent more than the one that operated at the 
least cost. The average cost for the 20 offices was almost double that of the 
best office. Just imagine spending $5 for a piece of work in one office and getting 
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that same piece of work done in another for $2.75. 

Would it seem that savings could be made with such conditions existing? 
Yes: if the report accurately portrays present conditions and costs in the 20 
offices in question, a savings of over $45,000,000 a year could be made in the 
handling of first-class mail alone. There was no explanation why such differ 
ence in operations cost should exist. There are bound to be some differences 
in costs of many postal activities but any report which showed such glaring 
disparity costs should be most carefully examined and analyzed before being 
made public. There were other differences of costs in other operations at these 
same 20 offices, but I might be considered as trying to build up a case if I 
offered additional detail. The report in question is not a secret. I am quite 
sure the congressional committee got copies of it and your organization may 
also have one. 

The question will naturally arise in the minds of men of good sense—was this 
condition known to the officials of the Department and, if known, what, if any, 
action was taken? Let us again look at the record. The report of March 15, 
1950, was not the first of its kind to be printed and issued. Others in years and 
months past had been distributed and showed similar conditions existing at 
the time specified on each report. The Department officials were aware of this 
disparagement in costs for the same kinds of work and in some of the reports 
discussions were had on what was termed variables. Variables were intro 
duced to offer some reasons why a difference might justifiably exist. But what 
kind of a variable is it that permits one office to spend the $5 for the same amount 
and kind of work and another only $2.75? 

Could it be that the over-all management was satisfied to obtain and print 
cost figures and their related data and then go on to something else? Is it 
possible that the present postal management considered it had adequately and 
competently discharged its duties and responsibilities by gathering and publis! 
ing these very detailed reports on the operation costs in the 20 largest offices 
and then ignored the very conditions its own reports brought to light? If so, tli 
conclusion is and must be there is something wrong in that kind of managemen! 
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Each and every matter I have discussed in this article I brought to the 
attention (in writing) of the present postal management at one time or another. 
Only two of my memoranda were acknowledged. I felt I owed it to the postal 
officials to call to their attention the conditions, some of which at least, were in 
strong contrast to the representations that savings could only be made through 
curtailment of service. I have always considered it disloyal to keep from 
my superiors any information which had a bearing on any of their policies 
or programs. It was a duty to call attention to the unpleasant and contra- 
dictory conditions—and one I tried to carry out under all conditions. There may 
be some who disagree with such procedure. 

The Cuarrman. To keep the record straight, you are the president 
of the National Association of Letter Carriers ? 

Mr. Douerry. Mr. Chairman and members of the committee, | 
have been president of the National Association of Letter Carriers 
since September of 1941. I have been reelected every 2 years since 
that time by unanimous action. I am willing to say under oath that 
Mr. Doran has not at any time in his postal career received one single 
penny, either in coin or other compensation, from any officer or from 
the National Association of Letter Carriers. 1 brand the statement 
appearing in the House report as utterly false. 

Senator Lancer. Just a minute. You say in his postal career. 

Mr. Donerry. Or since he has retired. Thank you, Senator 
Langer. 

Senator Lancer. Yes. 

Mr. Douerry. As I said awhile ago, I am not a lawyer and there- 
fore I am not accustomed to legal terminology. 1 appreciate your 
correction. Since he has retired from the postal service he has not 
received anv money whatsoever from the National Association of 
Letter Carriers, and I brand that statement as a deliberate lie on the 
part of those in the higher echelon in the Post Office Department. 
Our books aré open for inspection. We have headquarters at 1525 H 
Street. Mr. Keating, Mr. Sullivan, Mr. Kremers and myself are on a 
leave of absence from the post oflice where we served, I think honor- 
ably and faithfully, a very long period of years. Our statement must 
be compared with the sti 1tement in the record which Senator Dirksen 
pointed out. I am very happy that Senator Dirksen is showing such 
a deep and profound interest in the statement made by the Postmaster 
General. 1 think Mr. Doran would come here of his own volition. 

I will, in closing, Mr. Chairman and members of the committee, 
offer one more suggestion, since Senator Dirksen and other Senators 
are so deeply interested in rail rates and air rates, that you may bring 
before the committee the recently resigned Solicitor of the Post Office 
Department, Mr. Frank J. Delaney, who resigned a week or 10 days 
ago. I don’t know the reason for his resignation, but he is the man 
who had the responsibility for the dr afting ¢ of the « -omprehensive plan 
to which Senator Dirksen made reference. He knows all about rail 
rates and I am sure he will throw much light on the subject of the 
rates paid to the American railroads. 

Senator Dirksen. Do you have a copy of the bill before you? 

Mr. Donerry. Yes, Senator Dirksen, I do. 

Senator Dirksen. It is a very short section, section 1 (a). That is 
why you are here, and that is why we are here, to examine the bill. 
Section 1 (a) states: “The rate of postage on postal cards,” those are 
Government cards? 

Mr. Donerry. Yes, sir. 
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Senator Dirksen. I understand the distinction is that private mail 
cards are called post cards and Government cards are called postal 
cards. 

Mr. Donerry. That is correct. 

Senator Dirksen (reading) : 

The rate of postage on postal cards (including the cost of their manufacture ) 
and on private mailing or post cards conforming to the conditions prescribed 
and so forth— 


shall be 2 cents each. 


Now the Postmaster General testified before the House committee 
that the cost as of that time was 2.8 cents. That includes the manu- 
facture of the card stock, the cost of processing, and boxing. If you 
know, is the amount higher than that, higher than 2.8 cents / 

Mr. Dorerry. The loss is 1.8 cents on each postal card, as 1 un- 
derstand it. 

Senator Dirksen. That is when it is sold ¢ 

Mr. Dourrry. That is when it is sold, the exact loss to the Post 
Office Department is 1.8 cents on each card. More than 90 percent of 
them, Senator Dirksen and Mr. Chairman, are used by the business 
people for advertising purposes. 

Senator Dirksen. Now then, by the Postmaster General’s own tes- 
timony there would still be a loss of 0.8 of a cent on every card that 
the Government processes and sells if this rate is set at 2 cents as 
proposed, 

Mr. Donerry. I have so stated in my statement to the committee this 
morning. 

Senator Dirksen. Have you in mind any refinement of the regu- 
lations whereby a distinction can be made between cards that can be 
used only by the public to send out little family notices and such 
things and the use of these cards in quantities by the industry purely 
for their own business and profit purposes ? 

Mr. Dourrry. I have so stated in my testimony, Senator Dirksen. 
I firmly believe such an arrangement could be made. I believe per- 
sons in hospitals, or perhaps destitute persons who can’t pay more 
than 1 penny for postal cards ought to be given that privilege of send- 
ing the postal card with the message on the back for 1 cent. But 
it seems to me that the business users, who use the bulk of the 1-cent 
postal cards, ought to be paying more. I have suggested that there 
be a differential of some kind between the business card and the pri- 
vate card. Now how you can do that without being charged with 
bias or prejudice I don’t know. 

Senator Burier. I asked the Postmaster General that very question 
and he said it was not possible. 

Senator Lancer. Could not you do that by having a different color 
for the two cards? 

Mr. Wenrzet. We could have two cards, one for private use, for 
an individual message, and another one for business use, but. whether 
you could subsequently restrict it to such use, that would present a 
difficulty. 

Senator Werker. I don’t know how it would affect it by having two 
different colors. 

Senator Pasrore. It is a fact that these cards are being used by 
these commercial houses so extensively because they are a bargain 
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at 1 penny. As soon as you raise it is it going to make that kind of 
advertising much more expensive, and you have to take that into 
account, too. You are still going to have the mail carriers delivering 
those cards and it makes very little difference what they deposit in 
the mail box. 

Senator Dirksen. The point I am driving at, in the first part of 
the proviso, is this, that private publishers who get out post cards, they 
buy their own stock, they imprint them, they have to handle them, 
they have to sell them, and they put a little square in the right-hand 
corner of the box, “Place a 1-cent stamp here.” Notw ithstanding they 
are handling the stock they pay 2 cents for postage, whereas the Gov- 
ernment card, for all purposes, will cost 2 cents, and the Govern- 
ment furnishes the stock for those cards. I think competitively we 
have got to strike some difference somewhere along the line to equal- 
ize this thing, because I do believe it is not quite an equitable deal. 

Mr. Chairman, if you bear with me just one second, paragraph (b) 
on page 2 of the bill states: 

Except as provided in paragraph (a) of this section the rate of postage on 
mail matter of the first class when mailed for local delivery at post offices where 
free delivery by carrier is not established and when the matter is not collected 
or delivered by rural or star route carriers, shall be 2 cents for each ounce or 
fraction thereof. 

Now, Mr. Doherty, what additions would you make to that first 
section ¢ 

Mr. Donerty. To the first section, Senator Dirksen, I would add an 
additional penny for first-class mail, increasing the rate from 3 cents 
per ounce or fraction thereof to 4 cents. [ would also write in there 
an increase in the air-mail rate from the prevailing 6 cents per ounce or 
fraction thereof to either 7 or 8 cents, depending on the wisdom of the 
committee, 

Like Senator Dirksen, I am troubled about the 2-cent rate on postal 
cards since we are losing 1.8 cents on each card mailed, but it seems to 
me if the rate was increased to 2 cents it would relieve a considerable 
part of that deficit. There could be a fine line of distinction on the 
postal card, because the office of origin, where the card is mailed, would 
certainly have clerks on the windows, that is employees who could 
make a fine line of distinction between the private card and the busi- 
hess ecard. 

Those are the suggestions that I have to offer for the consideration 
of the committee. 

The CHamman. For the information of the new members on the 
committee, we have made a study of that in the last 2 years, and the 
bill that the Senate introduced and passed out of this committee in 1949 
made a distinction between the two, if you recall. In other words, 
when it is used for private and not for advertising purposes the cost 
is only 1 cent. They worked on that and tried to work it out the best 
they could. 

Senator Dirksen. Mr. Keating, have you got an aggregate figure 
now, in case these changes were made as suggested in the bill, plus 
those that Mr. Doherty just alluded to? 

Mr. Keating. The additional amount ? 

Senator Dirksen. That is right. 

: Mr. Keating. The additional amount would run something like 
$325,000,000. 





126 ADJUSTMENT OF POSTAL RATES 


Senator Drrxsen. How much? $325,000,000? 

Mr. Kearine. Yes. That would be on first-class and air mail, and 
postal cards. 

Senator Dirksen. And 2 cents on postal cards and post cards? 

Mr. Donerry. That is already accounted for. 

Mr. Krarine. It might run slightly over $300,000,000. 

Mr. Douerry. Slightly over $300,000,000, and there was $271,000,- 
000 already requested i in the bill, Senator. 

The CHarrMan. That would make approximately $575,000,000, 

Mr. Donerry. That is a good figure. 

The CHarman. That is an estimate, of course. That is this bill 
plus the suggestions offered by Mr. Doherty. 

Mr. Kratinc. Senator, I might also point out one thing in connec- 
tion with that. Of course, no estimate of that kind can be entirely 
accurate, because when you faise the rates vou may run into the point 
of diminishing returns. It is hard to establish a figure. Any figure 
you take is subject to revision. 

Senator Pasrorr. Would you say that that would be true in the 
case of the postal cards? 

Mr. Keatrnc. That would be true in the case of the postal cards ? 

The CHarrMaN., Is it not true where you raise any rates on specific 
items and you do not raise other rates at the same time it would have 
a tendency for people going to the other mail ? 

Mr. Keatine. That is right. Where circumstances make it possi- 
ble they might use some other service than postal. There is this about 
the postal service that I think is important. When you raise a rate, if 
the rate is so high that the people can go some place else to get the 
service you lose your most lucrative type of business, but the type of 
operation that is the most costly stays with the Government, so the 
Government is always at a disadvantage. The Government can’t 
strictly operate a business because they are not subject to the same 
economic influence and they can’t do the same things that business 
can do. They have to take all mail whether or not there is a loss. 

Senator Dirksen. I have one other thing, Mr. Chairman. 

Mr. Doherty, do you know what the rate is on first class in Canada ? 

Mr. Douerry. Four cents per ounce or fraction thereof. It was 
recently raised, I think within the last 6 months. 

Senator Dirksen. Do you keep files on postal rates in all countries? 

Mr. Donerry. Oh yes, Senator. 

Mr. Chairman and members of the committee, may I say we have 
records showing the rate structure in foreign countries, and also the 
number of deliveries, the multiple deliveries in foreign countries, most 
of them aided through our ECA program. 
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(The following was submitted later :) 


In contrast to the one-a-day delivery in vogue in this great Nation of ours in 
residential and semicommercial areas, the following information is interesting 
because it shows the number of deliveries afforded mail users in certain foreign 
countries: 


Number of | 
Country deliveries 
per day 


Postage rates for 1 ounce (conversions are 
| approximate) 
| 


Belgium 
Large cities... 3 | 1 frank 75; $0.275. 
Smaller cities 2 Do. 

Great Britain 

London 3 | 2 pence half penny; 24 to 3 cents 

Other cities 7 Do 
Ireland ‘ Same as Great Britain. 
Sweden: 

Stockholm 3 | 40 ore; 8 cents. 

Other cities : (Local rate is 15 ore. 
Switzerland : 2 | 25 Swiss cents; 416 to 5 cents. 
Austria ; ’ 80 goshen; 3% to 4 cents. 
India 2 | 2 annas; 3 cents. 


Source: Postal Telegraph & Telephone International, Berne, Switzerland 


Even Germany has two deliveries of mail each day. We should like 
to observe that practically all of the countries listed above have ex- 
perienced various degrees of economic distress, as a result of World 
War II, yet they are able to maintain multiple mail deliveries, which 
is to say good postal service. The further observation might be made 
that most of the countries listed have been and are yet receiving 
material help from the United States. It seems to us that there is, 
indeed, a great deal of irony in this situation. 

The CuarrMan. The committee is adjourned until 9 o’clock tomor- 
row morning. 

(Whereupon, at 12 m. the committee adjourned to reconvene at 
9a.m. of the following day, Wednesday, April 4, 1951.) 
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WEDNESDAY, APRIL 4, 1951 


Untrep States SENATE, 
ComMIrret ON Post Orrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 9:30 a. m., in 
room 135, Senate Office Building, Senator Olin D. Johnston (chair- 
man) presiding. 

Present: Senators Johnston, Pastore, Underwood, Carlson, and 
Welker. 

Also present: J. Austin Latimer, chief clerk and counsel, and Nelson 
B. Wentzel, Deputy Assistant Postmaster General. 

The Cuamman. The hearing will please comee to order. Our first 
witness this morning is Mr. J. T. Sanders, legislative counsel, the 
National Grange. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Mr. Sanpers. The National Grange from its beginning 84 years ago 
has been continuously and vitally interested in the | postal § service. For 
a rural organization this is a natural interest since no other institution 
has done so much to overcome the isolation of the farm, and to bind 
rural and urban people and all parts of the country together, as has 
the postal system. From the inception of the Grange we have been 
actively interested in national legislation, and I feel “reasonably sure 
we have done more legislative work on the postal system than on any 
other one subject. 

As early as 1875 our organizations was proposing and fighting vigor- 
ously for the est: ablishment of a rurel free-de livery system to farmers 
as a counterpart to the delivery of mail in cities. ‘Twenty years of 
constant vigorous advocacy of this service to farmers and the Nation 
lapsed before we were to realize this hope. These years of fighting 
were characterized by bitterness as typified by the following statement 
by Senator Matt Quay, of Pennsylvania, in opposing our ‘stand: 

Delivery of the mail by this Government to the doors of the farmers will 
destroy the rural life of which America is so proud. The center of rural life is 
the country post office, where farmers gather to meet each other when they get 
the mail. All this will be swept away by this socialistic scheme. 

The Cuarmman. What do you have reference to? We are not going 
to do away with rural delivery service. 

Mr. Sanvers. That was Senator Matt Quay that made the state- 
ment. 

129 
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The Cuamman. You are just quoting him? 

Mr. Sanpers. Yes. 

The Cuamman. We are not going to do away with it, I will tell you 
that. 

Mr. Sanvers. I was quoting Senator Matt Quay, of Pennsylvania. 

The Cuamman. We do not want to do away with any rural delivery, 
I will tell you right now. 

Mr. Sanvers. I know, but the Senator characterized that as a social- 
istic scheme at the time. 

Also, the National Grange began the fight for the parcel post almost 
two decades before we were successful in obtaining this service for 
farmers. In the early days of our fight for the parcel post, one of 
our good Congressmen supporters was led to say in the course of debate 
that there— 
are just five reasons why we do not have parcel post in this country—the five great 
express companies now handling the business 

The National Grange has always viewed the postal system as a 
public service agency and a great national unifying agency in which 
vital consideration so far as rural districts are concerned should be 
its public benefits and services; and that as a consequence commercial 
considerations should not be the overriding factor in postal legisla- 
tion. 

Incidentally, it is highly significant that the RFD was originally 
called “rural free delivery” and not “rural cost delivery.” It is our 
candid judgment that the postal service has drifted far afield from 
the view of its services as a national agency binding the widespread 
territory of the Nation into a unified whole. 

The postal system from its very organization has functioned under 
the impractical and false assumption that every segment of the service 
should pay its share of all costs; and the Congress year after year 
struggles with bills designed to effectuate this false assumption with 
the dismal results that for the 100 years since 1852 the postal system 
has operated with a deficit all years except 13—on an average a failure 
to attain the self-supporting goal 7 years out of each 8, 

This dismal failure of the Congress to meet the false goal of the 
postal system as a self-financing Government agency is not due to lack 
of honest zealous effort on the part of Congress, or lack of statesman- 
ship among its Members, or to inefficiency in the Post Office Depart- 
ment, It is due to the fact that most of the services of the postal 
system yield both private and public benefits, and to the fact that it 
is completely illogical and unsound to insist on a complete commercial- 
ization of the system. 

If the contention that each postal service should be self-supporting 
is valid, there is no reason why the Government of a free-enterprise 
democracy should conduct the postal business. If this contention is 
valid, private enterprise should be asked to take over the postal 
business as is the case with railroads, with telephones, and the radio. 

sut there is a vast difference; the postal service serves in a far more 
important public service capacity. In the case of the radio private 
companies, in recognition of partial public service, are compelled to 
give free of charge a certain proportion of their broadcasting time to 
general public service broadcasts. 
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Progressively our legislative efforts on behalf of the postal system 
as a public service agency have grown less and less effective and satis- 
factory with the passage of time. More and more discouragement, 
futility, and general dissatisfaction characterize postal legislation in 
recent years. Each year the Congress starts out with the aim of self- 
financing for the postal service, and in nearly every provision it 
writes into law conditions that defeat the self-financing goal. 

This worsening situation we are convinced is due to a conflict of 
ideals for the postal system that pervades every phase of legislation. 
The conflict arises between the commercial and the public service 
functions of the postal system. The value of the post office as a 
public service agency is not the value of the aggregate of the items of 
mail handled times the postal charge for these items. Yet this is the 
general assumption on which the postal legislation now before the 
Congress is based—the assumption that has made nearly all postal 
legislation unsatisfactory. 

We believe that order and clarity can be brought into postal legis- 
lation only if a well-defined declaration of purposes for the system is 
set out, and there is a reorientation of all postal legislation in har- 
mony with these declared purposes. Up to now the public functions 
of the postal system have emerged in nearly every provision of the 
acts of Congress, and as a consequence Congress has failed to make it 
self-supporting. Each time that the Congress has avoided a self- 
financing status failure to do so has tended to reflect unjustified dis- 
credit on the Post Office Department in particular, on postal commit- 
tees and on the Congress in general. Discredit is reflected in the 
main because the purposes and the functions of the postal system 
have not been set forth and have not guided such legislation. Fail- 
ure to do so these many years is, we believe, to the discredit of the 
Congress. 

A frank clear-cut statement of the purposes of the system and prin- 
ciples on which postal charges should be based is very much needed 
and, it seems to us, should include the following: 

(a) The postal service is basically a public function and since this is 
the case the overriding aim should be to expand the service as much as 
practical so long as total benefits to the public and the private users of 
the mails exceed its total public and private costs. 

(6) The public function of the postal system consists in its educa- 
tional, spiritual, and unifying service to the Nation, and the relative 
importance of these values should determine the extent to which 
various services of the postal system shall be supported from public 
sources. 

(c) Costs of purely commercial uses of the mails which yield no 
public service byproducts should not be performed by the postal sys- 
tem at a loss but should at least pay for costs, for example, all com- 
mercial advertisement and advertisements in strictly commercial pub- 
lications sent through the mails should pay its way. 

(d) The goal of the postal service should be the attainment of 
maximum needed services, both public and private; and the propor- 
tion of public and private service should be the criterion of how much 
costs will be charged to the user of specific services and how much will 
be borne by the Public Treasury. For example, the expansion of 
rural free delivery service should be soundly evaluated both in its 
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public and private aspects and costs allocated accordingly. To re- 
quire the users of this service to pay every farthing of its costs will 
doom hundreds of thousands of rural mail patrons to isolation and 
a greatly reduced mail service, and will deprive urban users of the 
mails of this 1 ‘eady contact with remote rural areas. The public 
benefits of leeacatt service are great here and should be a vital con- 
sideration in proration of costs between the users and the public. 
The same is true of parcel post to rural patrons for there is no alterna- 
tive service now available, or possible. The present volume of parcel 
post to rural mail patrons could be greatly expanded if the postal 
authorities and Congress were guided by this principle. 

(e) The postal system should not as a rule be used to perform serv- 
ices extraneous to the purposes and necessities of the postal systems ; 
and if public policies require such services of the postal system the 
costs of these services should be covered by appropriations clearly 
specifying their purpose, for example, a subsidy to the air industry or 
the railroads over and above an equitable cost of carriage of the mail 
by these transportation agencies. 

(7) Since the first-class mail is the basic and indispensable portion 
of the postal service it should carry a relatively larger portion of over- 
head than supplementary parts of the mail such as the parcel post and 
most of the special services. Only by so doing can maximum needed 
postal service be given. This isa sound business principle that should 
govern the allocation of overhead bet ween the basic and supplementary 
enterprises of all private or public business. 

(7) The confidential or nonconfidential nature of a piece of mail 
should not determine the postal charge for an item of mail, except 
where such confidential nature actually requires additional services, 
such as for example registered mails. This principle would require 
that posteards and unsealed third-class matter pay first-class rates 
unless they can be justified as supplemental mails and as such are en 
titled to a smaller charge of overhead costs. Such mail would then 
be allowed to go as sealed mail. 

(h) If a class of mail is a justified part of the mail system, rates 
for it should not be set with the objective of preventing injury to a 
private enterprise that is partly in competition to the mails or is being 
helped by the mails, for example, a higher parcel-post rate than would 
otherwise be necessary in order to save business for a private express 
agency, or a rail mail carriage payment higher than an equally serv- 
iceable carriage by trucks or buses in order to prevent the abandon- 
ment of a branch rail line. If public policy demands a violation of 
this, appropriations for such should be made ‘and clearly so earmarked. 

(7) There should be no difference or discrimination in rates for the 
same classes of subject matter or material sent through the mails; for 
example, the same rate should be charged for printed matter of an 
acceptable educational nature either for books, magazines, or other 
printed material that serve an educational purpose. 

(j) Nonprofit, religious, charitable, fraternal, educational, coopera- 
tive, et cetera publications have public service as a predominant aim 
and should receive much lower postal charges than commercial pub- 
lications, but the advertisement portions of such publications should 
pay rates comparable to commercial publications. 

We do not present this statement as a complete or finished declara- 
tion of purposes and principles on which postal policies should be 
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based. It is presented to indicate the need of and the service such a 
declaration can serve. We would like to see such a declaration made 
a part of the bill recommended out of this committee. 

Despite this declaration of public support for the postal service we 
do not wish to minimize the importance of reducing the postal deficit 
toaminimum. We favor postal rates commensurate with the value of 
service rendered to the user, provided these rates are not so high that 
the volume of service will be reduced below the point of public interest. 

The ec paeeee educational, religious, fraternal, social, and political 
life of the Nation is greatly benefited by widespread postal service, 
and especially is this the case with countr y districts where there is no 
alternative service for an impaired mail service. 

Farm and rural people need a maximum personal contact that only 
the first-class letter can give; they need the maximum of agricultural, 
cooperative, fraternal, and religious service that second-class periodi- 
cals help to supply ; they certainly need the daily news service from the 
cosmopolitan centers that the printed page gives, and there is no possi- 

bility of getting this except by RFD; and, fin: ally, they need the service 
that the “daily mail route supplies through the parcel-post service 
which is the means of bringing to the isolated farm community the 
ability to buy the many artic les of merchandise (lisplayed in the most 
up-to-date department stores of urban centers. But these services to 
rural people are not services to them alone—in serving farmers they are 
services to city people just as truly as they are to farmers even if this 
service to the ¢ ity is indirect. Also these services to rural areas are 
just as truly services to national unity and strength as they are direct 
services to farm people. 

We believe that it is essentially just as reasonable to overload farm- 

ers with the cost of 1,428,000 miles of highways on which rural free 
delivery routes are located, as to ask them to pay entirely for all mail 
services on these roads. Likewise it is as reasonable to ask rural people 
to pay entirely for all the services of the Department of Agriculture 
to farmers as to ask farmers to pay in full for each and every service 
rendered by the postal service. Even as the work of the Department 
of Agriculture h: S brought widespread benefits to the entire Nation in 
the form of much better and cheaper food, so also the postal service 
to rural people has brought benefits to the city as well as the rural 
areas. 

To turn more specifically to the provisions of the bill now before the 
committee on the basis of item (7) of our declaration that first-class 
mail is the basic or indispensable portion of the mail, we believe that 
first-class mail should have a disproportionate part of overhead costs 
charged to it and, therefore, that rates can legitimately be raised above 
those of the present for this class of mail. This is the universal class 
of mail and we believe that reasonable increases in its rates will in the 
long run not greatly affect volume. 

We, therefore, would agree that rates on post cards should be in 
creased to 2 cents since the cost of handling the post card is claimed 
by postal authorities to be almost as much as handling a first-class 
letter. Other than bri inging increased volume of mail through picture 
postal we can see little to support the post card as a part of the mail 
system except a lower postage to the user; and if costs are as high as 
a first-class letter, lower postage cannot be used to justify it 
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We would therefore favor raising postcard rates to 2 cents and first 
class to4cents. If there were no reduction in volume as a result of the 
raise of 1 cent per postcard or first-class letter, total revenues would 
be increased by around $200 million to $250 million or around 55 to 
65 percent of the $361 million of the deficit that the Postmaster Gen- 
eral says is chargeable to mail users. 

So far as we can interpret the method the postal authorities use in 
prorating costs for first-class mail, it pays only a proportionate part 
of the labor, space in buildings, transportation costs, et cetera used in 
handling this mail. Yet if all supplementary mail services were 
abandoned and we continued only the basic first-class service, costs 
could not be reduced anything like the costs now charged to supple 
mentary mail. If we are right in our interpretation of costs charges to 
first-class mails, it is not now bearing anything like its justified share 
of the overhead costs of the mails. 

In private business supplemental services are added to a basic enter- 
prise when operating costs are less than income from the supplemental! 
enterprise without a proportionate charge for overhead. This means 
a net gain to the entire business even though a proportionate charge 
of overhead may indicate the supplementary enterprise is run at a 
loss. 

I might illustrate that. Iowa farmers have actually lost money on 
growing oats if they had to charge all the overhead and all the operat- 
ing costs on growing oats nearly every year for the last 50 years, 
but oats is a very important part of agriculture in the rotation system 
of management on the Iowa farm, and when you operate with oats 
as part of the entire farming enterprise you actually make more 
money on the farm than if you do not. 

We believe that a larger proportion of overhead charged to first 
class mails and a 1-cent increase in postage would be the most effec 
tive and the least damaging way current deficits could be reduced. 
Furthermore, since first-class mails are the universally used parts of the 
mails, the burden would thus be most widely distributed. 

If postal rates in general are to be raised we can see no logic to no 
raise whatever for the free-in-county circulation, which service is as 
far away as it is possible to get from the presently declared policy of 
making the postal service self-supporting. 

Probably the most flagrant violation of national welfare postal in 
terests in the proposed raises contained in the bill now before the 
committee is that proposed for second-class nonprofit, religious, edu 
cational, charitable, and fraternal publications. No material that goes 
into the mail represents the public service viewpoint more than these 
papers. Yet it is proposed to raise them exactly in the same pro 
portion as strictly commercial publications are raised. This should 
not be done and we trust the committee will correct. this error. 

This proposal, we think, is entirely indefensible. Some of these 
papers have very slender financial support, carry very little advei 
tising, and doubtless will have to suspend publication with the first 
year’s proposed 50 percent increase in mailing cost, to say nothing of 
the two 25 percent annual increases to follow. The National Grane: 
Monthly has cost the Grange considerably more than its returns every 
vear for several years. Where these papers carry as much or more 
than 50 percent of their space as paid advertisements, however, || 
seems that differential increases in postal rates could be charged. 
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Postmaster General Donaldson has said the penny postcard is the 
“best bargain” in the postal system. This may be true, but judging 
from the enormous bulk of circular material that goes through the 
third-class mails, 70 percent of which is mailed at a bulk minimum 
rate of 1 cent per piece and all of it is mailed at an average revenue for 
all pieces of 1.5 cents, one must conclude that this mail is a very close 
second “mail bargain” with the postcard bargain. The average piece 
of third-class mail weighed around six times as much as the average 
postcard, was often of awkward shape and size, and the average haul 
was 705 miles compared with 483 for first-class mail. Yet on an aver- 
age this mail was handled per piece at only one-half cent more than 
the postcard. 

We believe that the request of the Postmaster General for a raise 
of the minimum charge from 1 cent to 2 cents per piece for third- 
class mail, especially circulars, is justified. 

We believe the provision of the act of 1925 and the provision of 
Public Law No. 843 of 1950 requiring the Postmaster General to re- 
quest permission of the Interstate Commerce Commission to raise 
fourth-class mail rates is unsound, inequitable, is wholly unjustified, 
and is primarily in the interest of the express companies which evi- 
dently are highly favorable to it. In this connection we are re- 
minded of the « quote we gave you previously that in the early days of 
our advocacy of the parcel post the five reasons why it was then op- 
posed were the five rpg companies. 

We recognize that the Postmaster General has not included fourth- 


class requests in the bill now before the committee because he hopes 


to get very heavy raises through the decision of the Interstate Com- 
merce Commission. 

To expect the ICC to estimate the cost of fourth-class mails when 
95 percent of costs are joint costs with all other parts of the mail, is 
an absurd responsibility unless the Congress is willing to turn the 
whole job of determination of postal rates over to the ICC. To do this 
would be a plain transfer of the responsibility of the Congress, and it 
is certainly far more undesirable to turn even a part of the responsi- 
bility of postal rate determination over to the ICC. 

Obviously the ICC is not equipped to investigate thoroughly the 
entire complicated cost system of the postal service, and must rely on 
facts presented by the Post Office Department. This hearing was held 
before one Commissioner, who certainly has little or no abiding 
interest in the postal system. Any member of the Post Office Com- 
mittee of the House or the Senate certainly has far more interest and 
knowledge of the postal system and service than any ICC Com- 
missioner; and we cannot see any logical reason for asking that body 
to pass on justified rates for fourth-class mail except that it does shift 
the responsibility away from the Congress where it belongs. Es- 
pecially do we consider this shift entirely ill-advised when it is con- 
secede hoe impossible it is to calculate a fair overhead charge for 
fourth-class mail without intimate detailed knowledge of the proper 
amount of overhead to be charged to the many other parts of the mails. 

We, therefore, earnestly trust that your committee will repeal the 
provisions of the law of 1925 and of Public Law No. 843, approved 
September 27, 1950, requiring the Postmaster General to request per- 
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mission of the ICC to raise rates on fourth-class mail sufficiently to 
pay costs of this mail. 

We believe rates on fourth-class mail should not be raised since it 
is especially of great service to agriculture, since too much overhead 
has been charge d to it, and since it has not been given credit for gen- 
erating a lot of first-class mail. In charging overhead to it the Post 
Office Department has never taken into account that it is a delayed 
service mail and that it has a great deal of public service value. 

In closing we would like to express complete agreement with state- 
ments which the newspapers reported to have been ‘made by Postmaster 
General Donaldson in his testimony before your committee, to the 
effect that the Congress should do one of two things to clarify and 
systematize postal polici ies: Congress should either declare a policy of 
complete self-financing for the postal service and courageously repeal 
all legal provisions subsidizing parts of the mail, or it should declare 
a policy of public support of portions of the mail, and to the extent 
necessary to best serve the public interest. 

Unless one of these alternatives is done we can see no hope of ever 
bringing sanity to the support of the postal service. Until this is 
done we believe the Congress will continue to legislate on postal mat- 
ters on the false assumption that the system should be self-supporting 
and incorporate provision after provision in the postal laws contra- 
dicting the assumption. 

The Cuarrman. Mr. Sanders, we are very glad to have had you 
come before us. You brought us something to think about, at least, I 
will say that. After listening to you, it is very much in line with the 
action taken by the committee here once before. I think you will find 
incorporated in the bill that was considered by this committee 2 years 
ago, and in the report, that we believed at that time that rural routes 
cannot be expected to pay their way, and certainly it would be almost 
impossible to charge the full rate for the magazines and farm bulletins 
and other things that the farmers must have. You will find set out in 
that bill a great many of the things that vou called to our attention 
here this morning. But the deficit that we have at the present time 
is such a huge amount that I think you will agree with us we have got 
to get out and raise some money. 

As far as the first-class rates are concerned, I believe you have made 
some suggestions along the line of increasing the rates. 

Mr. Sanpers. Yes. 

The Cuarrman. Of course, the matter is now pending before the 
ICC. We do not know what action the ICC will take. That is a 
matter that the ICC must pass _ after hearing the Postmaster 
General and his arguments. If it is excessive, of course they have 

the right to turn it down and the P ostmaster General has a right to 
resubmit it again to the ICC. I don’t think they could approve it 
in part; from the Postmaster General's report to the committee ore 
they have to approve it in toto. They could not approve part of i 
and not the rest, but they would have to turn it down if they os 
somet | ng in there that they did not approve of, or that they Cc ould not 
sanction. 

We are certainly glad to have had you before us. Your statement 
wes made from the stardvroint of the farmer. We have been glad 
to have had you come before the Agricultural Committee, and we 
uve always glad to have you come before the legislative committees. 





ADJUSTMENT OF POSTAL RATES 137 


Mr. Sanpers. May I express one thought which arose out of the 
testimony of Mr. Doherty yesterday on labor. The Postmaster Gen- 
eral has said about 75 percent of the total cost of operating the Post 
Office Department and the postal system is in labor charges. The 
farmer has for a long time accepted the parity principle, ‘that will 
move his income up or down with the general price levels, the cost of 
the things that he buys, which would “have a very fine effect on the 
economy of the country if it could be operated generally. We believe 
that labor should accept the parity principle, the escalator clause, 
and if it were incorporated in a postal bill it would overcome a great 
many of the difficulties that confront the Post Office Department. 

I don’t know whether they would agree to this or not, but wages 
saa fall if prices fell, and adjustments would have to be made in 
the employees’ salaries if prices were rapidly rising. You would 
find the postal service, if you could adjust the income upward dur- 
ing times of rising prices, to ran much smoother and be far more satis- 
factory, and I think it could be planned more constructively. Now 
during depressions, automatically the income of the postal system 
would drop, as it did in 1933. 

The CuatrrMan. Just for the record and along that line, labor is 
75 percent and transportation is about 21 or 22 percent, which makes 
about 97 percent of the total cost of the postal system. Labor and 
transportation, which are charges for services, are 97 percent, and 
only 3 percent is administrative. 

Mr. Sanpers. When any business has rigid costs tied on to it like 
that it is just impossible to manage it efficiently. You can have 
physical efliciency, but certainly financially you just do not have much 
of a chance. 

Senator Weiker. May I ask a question, Mr. Chairman? 

The CuatrMan. Senator Welker. 

Senator Weiker. Mr. Sanders, I missed a good part of your open- 
ing remarks. You listened to Mr. Doherty's statement yesterday, 
and I think you are in sympathy with his conclusion that the postal 
worker now, under the cost-of-living set-up, must have an increase 
In pay. 

Mr. Sanpers. T am sorry, I missed the first part of Mr. Doherty's 
testimony, and I haven’t had a chance to read it and I did not get 
the facts as to whether he stated that the postal employees should 
have an increase in pay. I know we have given the postal workers 
two or three raises since World War IT. 

Senator Weiker. You haven't made any study, then, as to whether 
or not the postal workers, the letter carriers, need an increase in wages ? 

Mr. Sanpers. No, I haven't. Iam sorry, I could not add anything 
that would be worth while on that score. 

Senator Weiker. Very well. That is all I have, Mr. Chairman. 

The Ciatrman. You will agree that the cost of living is greater 
now than it was in 1949, when they got the last increase; will you not / 

Mr. Sanpers. Yes, sir: it is somewhat higher. 

The CuatrmMan. I think it shows that on the purchase of even farm 
products. 

Mr. Sanpers. Yes. 

Senator Weiker. On the purchase of farm products, but the farmer 
does not get it. 


&3782—51 10 
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Mr. Sanpers. Well, the farmer is getting more now than he did in 
June of 1950, and he is getting more than he got in 1949. 

The CuHarmrMan. He is getting more, but when you figure the pur- 
chasing value of the dollar he is not getting more. 

Mr. Sanvers. I want to correct that. The net inc ome, he is not get- 
ting more, Senator, but I mean his prices are higher. 

The CHarrMaNn, His prices are higher, but the things he must buy 
are also higher. 

Senator We.xker. I do not want to have to discuss with you the price 
of potatoes. 

Mr. Sanpvers. Neither do I want to discuss it with you, Senator. 

Senator Wetxer. You know what they are getting for them in 
Idaho, don’t you, and what we are paying for them in W ashington / 

Mr. Sanpers. I hope the potato situation does not smell as badly 
the next 2 or 3 years as it has the last 4 or 5 years. 

Senator Cartson. Mr. Chairman, I would like the record to show 
I appreciate very much Mr. Sanders appearing before this com- 
mittee. He represents one of the outstanding farm organizations in 
the Nation. It was my good fortune to know your predecessor, 
Albert Goss, who was an outstanding farm leader. I appreciate very 
much the interest vou have taken in matters affecting agriculture. 

In your statement this morning, as I get it, you ‘recommend an in- 
crease in only two phases of our mail service; that is, the first class, 
including the letter postage, and the postal card. 

Mr. Sanpvers. And the third-class circular mail. 

Senator Cartson. But you recommend no change in the second 
class ? 

Mr. Sanvers. No, sir. I would say this: I have not studied closely 
the graduations based on advertisements. I do believe there is a field 
there that should be very carefully studied. I recall reading an adver- 
tisement in one of the major publications—not a farm public ation, 
Mr. Meredith—a year or two ago that read something like this: 

This issue of so-and-so paper carries the largest revenue from advertisements 
of any publication in the history of the world. 

It then said it was something over—I am afraid to trust my memory 
on this, but I think it was over a million dollars. 

Senator Cartson. We will be looking for that publication. 

Mr. Sanpers. I think the committee could study, to good advantage, 
the amount of advertisement that is carried in the mails, which I do not 
depreciate at all, because advertisement is a real productive activity. 
Some people think advertisement does not produce economic value. 
but I think it does. It generates an economic value because it enables 
us to consume those things that give us the greatest amount of value. 
But I do think that is one place w where the committee could study very 
closely advertisement as it relates to postal rates. I have not made 
such a study and could not recommend whether the present rates 
are adequate. 

The CuarrMan. For your information, the Post Office Department 
has made a study in that particular field and at the present time the 
rates are gr aduated according to the amount of advertisement in 
the magazines and newspapers. 

Mr. Sanpers. I knew that, Senator, but whether they were high 
enough I did not know. 
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The Cuairman. That is what they are making a study of. 

Senator Cartson. This committee is confronted with a very difli- 
cult problem of taking care of a deficit of half a billion dollars at pres- 
ent. Lam in accord with some of your views that some of these charges 
should not be made, at least in my opinion, to the Post Office Depart- 
ment. But if we eliminate direct charges on postal services we are 
confronted with a postal pay increase which I believe ever yone must 
admit must have consideration. I can’t see it any other way. Even 
if we followed your suggestions it would not take care of what I 
would anticipate as a postal pay increase. 

I am also in accord with your views that it is a public service insti- 
tution. I am not one of these individuals that think it has got to pay 
its way, but certainly we cannot let this half a billion dollar deficit 
vo on toa billion, which it could easily do if we do not use some judg- 
ment in this committee. I do appreciate very much your statement. 

The Cuarmman, We certainly appreciate your coming here. I feel 
like you are just one of my organizations, I happen to : belong to the 
Grange. 

Mr. Goodman, will you please give your name and whom you repre- 
sent ‘ 


STATEMENT OF E. URNER GOODMAN, NATIONAL PROGRAM 
DIRECTOR, BOY SCOUTS OF AMERICA 


Mr. GoopMan. Mr. Chairman and members of the committee, my 
name is EK. Urner Goodman, and I reside in Princeton, N. J., and my 
office is in New York City. For the past 36 years I have served in 
varying staff capacities with the Boy Scouts of America. I have been 
a scout master, director of a Scout camp, Scout executive for Phila- 
delphia and Scout executive for Chicago. Since 1931 I have served 
as national director of the division of program, with offices at 2 Park 
Avenue, New York City. Because the broad aims of all health, wel- 
fare, and educational organizations are much the same and of ne- 
cessity interrelated, I have become conversant during my years of 
Scouting with the purposes and programs of most of the outstand- 
ing nonprofit organizations of Americ: 

Two years ago, in March 1949, I appeared before this committe on 
behalf of national voluntary health and welfare organizations, when 
legislation calling for substantial increases in post: al rates was then 
before Congress. Naturally we were gratified at the consideration 
given to our presentation at that time and the understanding shown 
by members of this committee of the special problems faced by non- 
profit organizations in such a situation. 

When the legislation now before you was introduced, responsible 
officials of many of these organizations were again called together in 
conference to consider the budget tary and programing implie ations 
in the current bill, which, though not as drastic as the. previous pro- 
posed legislation, would nevertheless if enacted bring considerable 
hards ship to the many organizations operating in the fields of health, 
welfare, and education which depend on volunt: ary contributions for 
their support. 

Since our presentation in 1949, two additional factors have entered 
in which lead us to feel that the exemption of nonprofit organizations 
from the proposed increased postal rates is more urgent than ever. 
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I refer to the important role which voluntary health and welfare or- 

qnniantions have been asked to assume in the total defense effort of 
the United States, and the resulting rapid expansion of their opera- 
tions in the face of increased costs of all materials. 

It was the consensus of opinion of those representatives meeting In 
conference that the passage of the postal rate-increase legislation in 
its present form would be so significant to nonprofit organizations as 
to warrant again the gathering and presentation of the facts to both 
congressional committees concerned with the subject. The facts have 
been gathered, and I have been designated to submit them to you on 
behalf of the following organizations : 

American Association of Group Workers 

American Association of Medical Social Workers 

American Jewish Committee 

American Social Hygiene Association 

Boy Scouts of America 

Boys’ Clubs of America 

Camp Fire Girls 

Child Welfare League of America 

Communty Chests and Councils of America 
Council of Jewish Federations and Welfare Funds 
Family Service Association of America 

Giri Scouts of the United States of America 
National Child Labor Committee 

National Jewish Welfare Board 

National Organization for Public Health Nursing 
National Recreation Association 

National Society for the Prevention of Blindness 
National Travelers Aid Association 

National Tuberculosis Association 

National Urban League 

Young Women’s Christian Association of the United States of America 

For the information of the committee, there is appended to this 
statement a description of the purposes, nature, and scope of each 
of the agencies for which I speak. They represent in the aggregate 
a membership of well over 10 million persons, drawn from the rural 
communities and cities of the entire Nation. Their se ope of endeavor 
is national and in some cases international. Their services, performed 

\ large part by public-spirited volunteers, benefit hundreds of com- 
munities in every State. All are devoted to the purpose of furthering 
human welfare. Furthermore, practically all are deeply involved 
in the national-defense effort, in connection with service to members 
of the Armed Forces and their families, or to people in congested 
communities, or to both. 

As a primary tool in furthering this end, they utilize periodicals, 
educational p: umphle ts, staff-guidance releases, and similar materials 
which are regularly mailed to lists totaling 3,000,000 persons. These 
publications are so important a function of the organizations that 
they account for a substantial portion of their limited budgets. Last 
vear, for example, the total costs for publications which were mailed 
second class ap proxim ated S2.500,000, Second-class postage ac- 
counted for $160,000 of that total. Should the bill now before you be 
applied to nonprofit organizations, it is estimated that total ‘would 
be increased to $280,000 in the first vear and to $320,000 by the third 
year. The additional costs imposed by the provisions increasing rates 
of other classes of mail would amount to $750,000. 
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I think I should add, Mr. Chairman, that there are very many 
more eleemosynary organizations not represented here today which 
would be greatly affected by the passage of certain provisions in the 
bill under consideration, They may not be cognizant of the import 
of this legislation, or they may be unable to appear before you owing 
to the restrictions of their constitutions, but they represent addition: il 
millions of members whose services or benefits would be substantially 
reduced by the application of this bill to them. Federated fund- 
1": using agencies—community chests—on which most of these national 
organizations depend for a substantial part of their support would 
be seriously affected, as they depend on extensive mailing of campaign 
literature and house organs to contributors. It is difficult to estimate 
What the total impact of an increase in second- and third-class rates 
would be on the income for these voluntary health and welfare or- 
ganizations, but it is safe to say that it would increase tremendously 
the cost of raising money for urgently needed services. 

These 21 organizations which T am representing today are chiefly 
concerned with the possible results of passage of the sections of the 
bill increasing second- and third-class and Government post-card 
rates. They are anxious that the committee realize their dependence 
upon these classes of mail for the implementation of their programs, 
and that it understand what the application of the pending pro- 
visions to nonprofit organizations would mean in terms of financial 
dee ship and necessary curtailment of services. Their concern is 

sed upon the understanding that the increases proposed in the bill 
a fore you would not recognize the unique position of these nonprofit 
organizations in the country today. 

We believe there are many reasons for extending special considera- 
tion to the printed materials of health and welfare organizations. 
Mirst, they are the central instrmuents in rendering service to mil- 
lions of boys and girls and men and women. ‘These services are of 
vital concern to every citizen of America: they are services to the 
public. They seek to ere better health for all people; they seek 
to develop character and a spirit of public interest in young boys 
and girls: they strive for better understanding bet ween religious 
groups and between racial groups; they seek to solve family problems: 
to aid the underprivileged, to succor the victims of disaster, and to aid 
in solving the many other social problems of today. Because the 
workers for these causes are chiefly volunteers giving time from their 

everyday lives, most of the program and inspiri ational materials guid- 
ing their efforts must be produced by national headquarters and aie 
seminated to them. Equally, the materils for child and adult educa 
tion and participation must be prepared for them and mailed across 
the reaches of America, 

Senator Pastore. Mr. Chairman, would it be all right for me to 
interrupt at this point to ask a question ? 

The CHatrman. Yes. 

Senator Pastore. If the committee realized that there is a non- 
operating deficit in the Post Office Department and saw fit, as a 
matter of policy, to balance that off, and if, as a matter of policy, this 
committee saw fit to increase the postal rates across the board, realiz- 
ing the strength of your argument—and I think it is a very powerful 
argument—that these nonprofit organizations should not have their 
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postal rates increased, and I have received many requests from re- 
ligious organizations that are very much disturbed about the increase 
in rates—upon what general principle or doctrine will you make an 
exception as to your group? 

Mr. Goopman. The principle that was invoked, Mr. Chairman, as I 
recall, in the construction of a bill by your committee following our 
last hearing in 1949 might be a very proper principle to invoke. Those 
organizations which by virtue of their nature are exempt for the 
purpose of income tax, the contributions to which are exempt from 
reporting on the matter of income tax, was the classification, I believe, 
which was invoked in the previous legislation which was proposed. 

Senator Pastore, Do you think that exception would have the 
force and effect of making the other groups that would have to share 
the burden of increased rates absorb even a larger increase on the 
ground that you should be excepted ? 

Mr. Goopman. I think, Mr. Chairman and gentlemen, in answei 
that question—— 

Senator Pastore. Iam not quarreling with you. 

Mr. GoopMan. I should like to answer the question, if Imay. 

Senator Pasrorr. Yes. Go ahead. 

Mr. GoopMan. I think my best answer to that would be to call your 
attention to the fact that the total increase which is involved in the 
case of our 21 organizations is comparatively small, $160,000, as com- 
pared to the total deficit with which we are confronted. 

Senator Pasrorr. That is a practical argument; that is not a dis- 
cussion of principle, and I think we have to resolve these things on 
a matter of principle. I have been told by groups in my State, and 
other States in the Union, that it would practically put them out of 
business with reference to these publications, because they just could 
not carry the added load. I think, first of all, they promote good 
morality in the fiber of our society. Not only they, but other educa 
tional organizations. 

You take the Boy Scouts or the community chest; they are worth- 
while organizations, and no one would want to see their publications 
vo out of business because the cost would be too great. But you have 
to resolve this on a matter of principle and not on a matter of prac- 
ticality or expediency. The mere fact that it is only a small part of 
the load is not any reason for the execption; it must have a broader 
principle. 

Mr. Goopman. I think, Mr. Chairman and gentlemen of the com- 
mittee, we do address ourselves to that principle in terms of the three 
reasons that I cite in my statement. 

Senator Pasrorr. That is what I am interested in. 

Mr. Goopman. I pointed out the first reason. A second reason 
for extending special consideration to these organizations is their 
very nature—nonprofit. Since the organizations themselves make no 
profit, and their periodicals are run on the same basis, there is no 
surplus of dollars to turn to for the absorption of additional costs. 
The only answer to greater postage rates would lie in an infringe- 
ment upon the services rendered by these organizations or in in- 
creased subscription or membership fees. These agencies feel that 
the latter course would impose an unreasonable expense upon the 
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volunteer leaders—children, youth, and adults—who now participate 
so willingly and constructively in their programs. 

A third reason for the extension of special preference is to be found 
in the years of legislative interest in and consideration for their goals. 
There is a long history of legislation extending special preference 
in second-class rates to publications maintained by organizations such 
as I represent today. The basic legislation for second-class postage, 
of course, was the act of March 3, 1879. The act of August 24, 1912, 
specifically provided (ch. 389, see. 1, 37 Stat. 550) that publications 
of nonprofit organizations might be entered as second-class mail with 
the right to carry advertising matter whether that matter pertained 
to the organizations or not. This, and the act of Octaber 3, 1917, 
established a special preference for these groups in that the higher 
sone rates on advertising portions of periodicals were not applicable 
to them. The only restraining stipulation was that such periodicals 
not be designed or published primarily for advertising purposes but 
be originated and published to further the objectives and purposes of 
the organizations. Section 1103 of title XI of the act of October 3, 
1917, provided fixed rates for these periodicals of nonprofit organiza- 
tions, irrespective of the zone in which delivered. Up to the present 
time non-profit organizations have appealed for funds, predicated 
their budgets, and based their programs upon these legislative pro- 
visions. 

I have said that the proposed increases in second-class rates would 
boost the postal costs of these organizations from $160,000 per year 
to an estimated $280,000 in the first year and to $320,000 in the third 
year. That estimate is predicated upon the current volume of services, 
the current roll of membership, and does not take into account future 
expansion, which is already showing definite signs of being stepped up 
by reason of the defense effort. Let me give you an idea of what the 
proposed second-class rates would mean to a few of the organizations 
for Which I speak. 

Senator Pastore. May I ask you just one further question, and that 
will be the last question I want to ask you, sir, because I do not want 
to interrupt your presentation. Have you any way of telling us what 
proportion the cost of mailing bears to the cost of supporting the 
periodical as such ? 

Mr. Goopman. I think I covered that in my statement. The total 
cost of the publications is $2,500,000, The mailing bill, second-class 
postage, accounted for $160,000, 

The chief publications of the Girl Scouts are the American Girl, 
with a monthly circulation of 510,000, and the Girl Scout Leader, with 
a circulation of 230,000. The Girl Scout Leader is the volunteer 
worker’s guide. It provides invaluable assistance in the actual work 
of furthering the Girl Scouts’ ideals through informative, inspira- 
tional, and program materials. The American Girl provides like 
materials for the girls themselves and, additionally, is an effective 
counter to the great mass of poor reading material which floods the 
children’s reading market today. These periodicals are instrumental 
in the rendering of service by thousands of volunteer leaders and in 
the mental, physical, and spiritual development of thousands of young 
girls, When the Korean situation developed last July, the Girl Scout 
organization in a letter to the President offered its services to the 
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Nation. A national staff member was assigned as liaison representa- 
tive to work between the Girl Scout organization and Government 
agencies in Washington, particularly those concerned with youth and 
with maintaining healthy and normal activities for youth to offset 
the disrupting effects of conflicting ideals, uncertainties, and restric- 
tions on our young people. Since that time, the American Girl, the 
Girl Scout Leader, and other periodicals have borne the main job of 
reaching the membership in well over half the communities in this 
country with information about national defense. The Girl Scouts 
estimate the impact of the proposed increase upon their budget as 
follows: 


| | | 
| Current cost First year Second year} Third year 


American Girl . $24, 000 $36, 000 $42, 000 $48, 000 
The Gir! Scout Leader 3, 350 5, 025 5, 862 6, 700 


The American Jewish Committee sponsors the magazine Com- 
mentary 
in line with its general program to enlighten and clarify public opinion on prob- 
lems of Jewish concern, to fight bigotry and protect human rights, and to pro- 
mote Jewish cultural interest and creative achievement in America. 
Under the present postal rates, the Commentary’s expenditures for 
postage are $1,500. That figure would be increased to at lena $2,250 
the first vear and $3,000 the ‘third year, if the new rates were applied. 

The two publications of the Boy Scouts which would be chiefly 
affected by the second-class increases are Boys Life, with a circula- 
tion of 535,000 and Scouting, with a monthly circulation of 710,000, 
Scouting is the volunteer le ader’s periodical, ‘the official periodical of 
the movement. It consists of (1) interpretive material to help local 
leaders understand the principles and purposes of the Boy Scout 
movement; (2) inspirational material to develop enthusiasm and con- 
secration to the cause of boyhood; and (3) program material to help 
leaders plan programs which will give boys worth-while Scouting 
activity. Boys Life provides a similar service to boy members, help- 
ing to make their Scouting e xperience more meaningful and valuable. 
It is closely coordinated w ‘ith Se outing to make the suggested seasonal 
program work to the best advantage. It is a definite factor in the 
educational and character-building program of the Boy Scouts. As 
in the case of the Girl Scouts, the burden of the national defense 
program as carried on within the Scout movement is borne by these 
publications. Current postal costs for these two publications, along 
with the estimated costs under the new legislation, follows: 


| ‘Third year 


| Current | First year | Second 
cost | year 
Scouting $25, 884 | $38, 826 | $45, 207 | 
Boys Life 41, 756 62, 634 | 73, 073 


These examples are typical, in greater or lesser degree, of the in- 
creased burdens which would be imposed upon the budgets of all of 
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these organizations. Here are a few more succinct examples of 
second-class cost increases for other organizations : 


hen eee Rectan 
Publicati Current First | Second | Third 
ublcation costs year | year | year 


National Tuberculosis Association ‘ ’ : $1, 400 $2, 100 $2, 450 $2, 800 
Boys’ Clubs : | 11, 745 17, 617 20, 553 23, 489 
American Social Hygiene Association ‘ ; | 5, 694 8, 541 9, O64 11, 388 
Jewish Welfare Board 700 1, 050 1, 225 1,400 


The proposed increases in first- and third-class rates pose further 
serious budgetary and programing problems for many of these non- 
profit groups. For some of them, the increases would entail a drastic 
reshuffling of an entire national program. Although no special pref- 
erence has ever been extended to materials mailed via these classes, 
I respectfully submit that serious consideration should be given to 
the problems of nonprofit agencies before applying these provisions of 
the bill to them. 

The organization most seriously affected by the proposals, and 
whose case most dramatically emphasizes the need for appraisal of 
the problem, is the } National Tuberculosis Association. Each year, 
in the tuberculosis control program promoted by that organization, 
approximately 15 million chest X-rays are made. Notification of 

results, by letter and Government post cards, is mailed to all persons 
having the service. The cost for the mailing of these notices is 
$150,000. It is estimated that under the new rates that sum would 
jump to $300,000. The National Tuberculosis Association points out 
that the additional $150,000 so to be spent would pay for approxi- 
mately 250.000 chest X-rays. 

You are all familiar with the annual Christmas seal sale of the 
National Tuberculosis Association. ‘This sale constitutes virtually 
the sole support of the organization and its 3,000 affiliated associations 
throughout the United States, and its Territories. The Christmas 
seal letter accompanying the seals is one of the association’s most 
potent means of health education. Mailed locally, reaching into 
every segment of America, it keeps countless citizens informed as to 
preventive and curative measures for tuberculosis. It. aids local 
health services, it tells the people where those services are obtainable, 
it spells out measures to prevent the spread of the disease, it aids all 
people in protecting themselves and their families. ne 
40 million Christmas seal letters of appeal are mailed each year at 
the following rates : 22,000,000 third-class bulk, at 1-cent rate: 4, 100, is 
000 third-class bulk, at 114-cent rate; 3,900,000 first class, at 3- ‘cent 
rate; and third-class regular, 2-cent rate. 

Additionally, 18 million follow-up messages are sent on Govern- 
ment post cards. The association estimates that the total postal costs 
of the Christmas seal mailing program would increase from $569,500 
to $990,000. 

The foregoing figures are self-explanatory. They demonstrate that 
in the case of an organization such as the National Tuberculosis Asso- 
ciation the proposed increase in third-class rates and in the rates for 
Government post cards would mean an rapper eee. at 
the outset—of more than half a million dollars a y The National 
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Tuberculosis Association points out that the additional $570,500 en- 
tailed by this legislation would pay for nearly 1 million chest X- “rays. 
Normally those examinations would result in the discovery of 5,000 
new cases of active tuberculosis. 

Although no other organization for which T am speaking would 
suffer commensurately with the National Tuberculosis Association, 
the hardships imposed upon them would likewise subtract substantial 
sums from their vital community services for the payment of addi- 
tional postage. Graphic examples follow: 


! 
xe tS Death 
|Current costs} First year | Second year | Third year 


$330, 000 | $4438, 700 $457, 450 
16, 000 | 22) 41! 22, 790 | ; 


Materials 
1 


| 
eh 
Jewish welfare board and constituents 
YMHA’s, YWHA'’s, Jewish community 
centers nates inves dhikatt 
YWCA, national... __- a 
National Organization for Public Health Nurs- 
ing 7,% | 8, 200 | 
Council of Jewish Federations and Welfare | | 
Funds and financing and beneficiary agencies 00, 600, 700, 000 | 


These rate increases pose problems of great moment for the organi- 
zations I am representing. For some of them they are the paramount 
issue of the day. Faced with great additional expenditures for which 
no funds are available, cast into the same mold with profit-making 
businesses, they will be forced to abbreviate or discontinue publications 
which are the voice and brain of their movements. The foundation 
upon which their human services rest will be carried away, at a time 
when those services are more urgent than ever for our people, men 
and women, young and old, as they play their respective parts in their 
country’s defense efforts. 

Dollars are traditionally fewer for humanitarian labors than for 
those of profit. This bill will make them more scarce. But human need 
will not decrease. 

I ask that the description of the purposes, nature and scope of each 
of the agencies for which I speak be included in the record. 

The Cuarrman. If there is no objection, it will be included in the 
record. 

(The matter referred to is as follows :) 


American Association of Group Workers 


Membership.—Two thousand, national in scope. 

Purpose.—An organization to promote association among education, recreation 
and group workers ; to raise the standards of competence among practitioners ; to 
encourage continued study of the basic body of knowledge and skills essential to 
professional practice and for other purposes. 

Printer materials.—Those necessary to the maintenance of such a professional 
organization and for informational and educational services to the field. 


American Association of Medical Social Workers 


Membership.—Approximately 2,400, national in scope. 
Purposes.—To promote the quality and effectiveness of social work in relation 
to health and medical care. 
Publications.—The Newsletter, official journal or house organ, issued six times 
a year. The Newsletter disseminates information and constructive materials 
relating to the purposes of the association to members of the medical social work 
field and those in allied endeavors. 
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American Jewish Committee 


Membership.—Twenty thousand, national in scope. 

Purposes.—To prevent the infraction of the civil and religious rights of Jews, in 
any part of the world; to render all lawful assistance and to take appropriate 
remedial action in the event of threatened or actual invasion or restriction of 
such rights, or of unfavorable discrimination with respect thereto; to secure for 
Jews equality of economic, social, and educational opportunity; to alleviate the 
consequences of persecution and to afford relief from calamities affecting Jews, 
wherever they may occur; and to compass those ends to administer any relief 
fund which shall come into its possession or which may be received by it, in trust 
or otherwise, for any of the aforesaid objects or for purposes comprehended 
therein. 

Publications.—Commentary—lIn sponsoring Commentary the American Jewish 
Committee aims to meet the need for a journal of significant thought and opinion 
on Jewish affairs and contemporary issues, It seeks further to promote the objec- 
tives of the committee. 

American Social Hygiene Association 

Vembership.—Twenty-five thousand, national in scope. 

Purposes.—Vo promote education for family life: to combat venereal diseases ; 
to fight commercialized prostitution; to foster social protection and safeguard 
health through sound social hygiene laws and to develop State and community 
action, based on informed public opinion, toward all these ends. 

Publications.—The Journal of Social Hygiene, 9 issues yearly; the Social Hy- 
giene News, issued monthly ; and approximately 1,000 books and pamphlets form- 
ing the chief informational matter on the subject in this country. 


Boy Scouts of America 

Membership.—Two million, seven hundred and seventy-eight thousand, six 
hundred and ninety-nine. Of that total, 2,056,571 are boys and 722,128 are adult 
leaders. 

Purposes.—To promote, through organization and cooperation with other 


agencies, the ability of boys to do things for themselves and others, to train them 
in scoutcraft, and to teach them patriotism, courage, self-reliance, and kindred 
virtues, using the methods which are now in common use by Boy Scouts by plac- 
ing emphasis upon the Scout oath and law for character development, citizenship 
training. and physical fitness. 

Publications.—Scouting and Boys’ Life, described in attached statement. 


Boys’ Clubs of America 

Membership. Boy membership of over 335,000 in 335 boys’ clubs. There are 
over 7.300 executives, leaders, and volunteer workers; more than 35,000 men and 
women serve on the boards of the local clubs. National in scope. 

Purposes.—To promote the health, social, educational, vocational, and charac- 
ter development of boys throughout the United States of America. 

Publications.—Program Service, 9 issues a year, to 700 executives and leaders 
of boys’ clubs: Boys’ Club Bulletin, quarterly, to 55,000 boys’ club executives, 
contributors, others; Boys’ Club Newsletter, monthly, to 1,000 executives, leaders, 
laymen; Area Council Flashes, 6 issues a year, to 700 boys’ club executives, presi- 
dents, chairmen of area councils. 

Camp Fire Girls 

Vembership.—Three hundred and sixty thousand, national in scope. 

Purposes.—To perpetuatee the spiritual ideals of the home and to stimulate and 
aid in the formation of habits making for health and character. The organization 
seeks to cultivate the individual skills of the girls, develop personality, and give 
practical training in citizenship. 

Publications.—The Camp Fire Girl, a monthly magazine for leaders that pre- 
sents principles and techniques of leadership, ideas, standards, and program 
emphasis of Camp Fire Girls. 

Child Welfare League of America 

Membership.—Two hundred and fifty constituent agencies throughout the 
United States and its insular possessions. 

Purposes.—The Child Welfare League is an interpretive, instructional, and 
research agency aimed at professional workers, trustees of child welfare agencies, 
and students of social work. 
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Publications —Child Welfare and many additional pamphlets and bulletins. 
Child Welfare is mailed monthly to 4,500 professional workers, trustees, stu- 
dents, and interested citizens, 


Community Chests and Councils of America 


Membership.—One thousand one hundred and fifty organizations which in- 
clude chests, councils, and State affiliates, 

Purposes.—Community Chests and Councils of America is a national associa- 
tion of local community chests and welfare councils. It is a clearinghouse for 
information and ideas for its members and provides them with service in the 
fields of health and welfare planning, campaign and financial statistics, person- 
nel, labor participation, public relations, and volunteer leadership. 

Publications.—Community, monthly publication which goes to 6,000 people. 
Bulletins are issued from time to time as the occasion arises. 

Council of Jewish Federations and Welfare Funds 

Vembership—Two hundred and fifty-five Jewish federations, welfare funds, 
and community councils located in 232 cities and serving a total of almost 600 
communities. 

Purposes.—The council operates through a national office and eight regional 
offices to help organize community resources to meet local, regional, national, and 
overseas Jewish needs; serves as a cooperative association of and central clear- 
inghouse for member agencies and acts as their instrument in dealing with 
national Jewish problems; provides communities with facts on the program, ex- 
penditures, and financing of national and overseas agencies which are supported 
by Jewish communities. 

Publications.—Jewish Community, five issues yearly, which go to 6,C0) people. 


Family Service Association of America 


Membership.—Two hundred and fifty member agencies which serve an esti- 
mated seven hundred and fifty thousand individual family members annually. 

Purposes.—The Family Service Association of America was founded in 1911 
by leading community family service agencies in the United States in order to 
provide a channel for developing and improving high standards of service and 
assistance to troubled families, for clearance of information, study of trends, 
consultation, and to serve as a representative and spokesman for the achieve- 
ment of many common purposes Which no one local agency alone could realize. 

Publications.—Highlights, monthly, official channel of communication; Social 
Casework, monthly, professional journal; approximately 55 books and pamphlets. 


Girl Scouts of the United States of America 


Membership.—One million two hundred and thirteen thousand nine hundred 
and fifty-eight girls and three hundred and seventy-three thousand one hundred 
and ninety-five adults. Ninety-nine and five-tenths percent of the adults of the 
organization are volunteers. 

Purposes.— Girl Scouting has as its fundamental aim the development of girls 
along physical, mental, emotional, moral, and spiritual lines, to the end that there 
may result not only personally enriched individuals but also intelligently par- 
ticipating citizens in a democratic social order. The Girl Scout program is the 
means that the Girl Scout organization puts into the hands of its thousands of 
leaders so that the objectives for which the movement exists may be attained. 

Publications.—tThe Girl Seout Leader, the American Girl, Report on Girl Scout- 
ing and National Refense (circulation and nature of these publications discussed 
in the text of the statement attached ). 


National Child Labor Committee 


Membership.—Fifteen thousand, national in scope. 

Purposes.—A voluntary agency organized in 1904 and chartered by special act 
of Congress in 1907. Purposes: (1) To eliminate harmful child labor and im- 
prove the conditions under which young people are employed; (2) to keep more 
children in school and promote better preparation of young people for work as 
part of life; (3) to raise the standard of living of families so that children need 
not work at the expense of their health, schooling, and recreation. 

Publications —The American Child, published eight times a year and sent to 
the entire membership. 
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National Jewish Welfare Board 


Vembership.—Three hundred and thirty-one constituent organizations with a 
membership of 502,000 individuals; 41 national affiliated organizations. 


Purposes.—Devoted to character development, the promotion of YMHA’s, 
YWHA’s, and Jewish community centers, and to morale services for the men 
and women of the Armed Forces. 

Publications.—The Cirele, monthly tabloid newspaper which is an integral 
part of the JWB and the reporter of the national Jewish center movement. The 
Circle is mailed to 17,000 persons monthly. Other printed materials are sent 
periodically to the membership across the country. 

National Organization for Public Health Nursing 

Vembership.—Approximately 9,000 individual members and 400 public health 
nursing agencies. 

Purposes—To develop the best possible public health nursing for all people 
in every community. To achieve this, it maintains a central bureau of informa- 
tion. reference, and assistance; disseminates through authoritative publications 
advice to educational institutions and analyzes community public health nursing 
services. 

Publications. —Public Health Nursing. with a monthly mailing list of 10,000 
or more: PHN, a quarterly news bulletin; Memo to Member Agencies, monthly 
to SOO agencies, 

National Recreation Association 

Vembership.—Over 12,0600 individuals in approximately 1,400 communities 

Purposes.—The association is dedicated to the services of all recreation execu- 
tives, lenders, and agencies to the end that every child in America shall have a 
chance to play in safety and that every person in America, young and old, shall 
have an opportunity to find the best and most satisfying use of his expanding 
leisure time, 

Publications.—Recreation Bulletin Service, biweekly: Recreation, monthly: 
over 2.000) publications, voluminous mailings to individuals, youth-serving 
agencies and all recreation departments, special mailings to armed service 
croups. 


National Society for the Prevention of Blindness 

Vemhership.—Over 40,000. 

Purposes—To endeavor to ascertain through study and investigation any 
canses, Whether direct or indirect, which may result in blindness or impaired 
vision; to advocate and promote measures which shall lead to the elimination 
of such causes; and to disseminate Knowledge concerning all matters per- 
taining to the care and use of the eves. 

Publications,—Sight-Saving Review, Eve Health and Safety News, and 
mImany additional materials including pamphlets, posters, vision-testing charts, 
periodicals, and annual reports which are an integral part of the educational 
and promotional program. 


National Travelers Aid Association 


Venmbership.—One hundred and ten member agencies serving one hundred and 
ten major cities and six hundred and thirty-seven adjacent communities in the 
United States. 

Purposes.—Travelers Aid is the only private social agency in this country 
specializing in service to moving people in difficulty. 

Publications.—Shifting Scenes, 8 times yearly, annual mailing 62,500: En 
Route, 12 times vearly, annual mailing 60,000; official informational and educa- 
tional material to field, approximately 3,000 monthly. 

National Tuberculosis Association 

Vembership.—Approximately 4,000 individuals plus 3,000 affiliate local or- 
ganizations each with its own membership. 

Purposes.—The association was organized in 1904 to combat tuberculosis by 
every possible means. 

Publications —The American Review of Tuberculosis, mailed to 7,000 persons 
monthly, is a scientific and medical journal internationally depended upon by 
physicians, health officers, and research workers for clinical and scientific data: 
the NTA Bulletin, mailed monthly to approximately 30,000 persons, provides 
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a comparable source of information for lay workers and general medical practi- 
tioners in the field of tuberculosis control; vast additional amounts of material— 
seals, posters, etc.—which are vital to the association’s program. 

National Urban League 

Membership.—Thirty-five thousand individuals and fifty-eight affiliate local 
organizations each with its own membership. 

Purposes—To promote organization and action to improve economic and 
social conditions among Negro populations in cities; to conduct social research 
and planning in behalf of the Negro population; to promote specific social work 
activities among Negroes and to promote the occupational advancement of 
Negroes. 

Publications.—Pamphlets and other printed materials designed to stimulate 
activities and foster programs to further the purpose of the league. 

Young Women’s Christian Association of the United States of America 

Membership.—Three million. 

Purposes.—To build a fellowship of women and girls devoted to the task of 
realizing in our common life those ideals of personal and social living to which 
we are committed by our faith as Christians. To unite into an effective, 
continuing national organization the autonomous member Associations through- 
out the United States for the progressive fulfillment of the purpose of this 
organization in local, national, and world relationships; to aid in establishing 
and developing autonomous units of the YWCA of the United States of America ; 
to participate in the work of the world’s Young Women’s Christian Association, 

Publications ——_YWCA magazine, general program materials; Bookshelf, pro- 
gram materials for leaders for teen-age program; National YWCA Bulletin, 
current YWCA news; Student Public Affairs News, volunteer and professional 
student leadership; Program Papers, volunteer and professional student 
leadership. 

The CHairMAN, Are there any questions ¢ 

Senator Cartson. Mr. Chairman, only this: Mr. Goodman has pre- 
sented very forcibly the appeal that will be confronted by this com- 
mittee from the people interested in the humanitarian angle of civil 
life in this Nation and it is going to be very difficult to avoid putting 
any increases on those groups. 

The Cuarrman. When we study this bill we will also study the bill 
that this committee worked out in regard to that. We had a sub- 
committee that worked 2 years on that, and Senator Neely was chair- 
man of the subcommittee at that time. We have all those facts, and 
we will go back into the record and study the hearings and see what 
can be worked out. 

Senator Pasrore. Personally I think it would be a great calamity in 
this country if we did anything that would curtail the services of these 
organizations. 

‘The CuarrMan. I would like to say right now the subcommittee was 
unanimous pertaining to that matter. The full committee was unani- 
mous on it at that time, and it reported it out to the Senate along that 
line, that we ought not to do anything that would handicap any of the 
organizations you mentioned here. Of course we placed them in the 
category of some others that did not pay income taxes, that is the 
eleemosynary corporations. 

Mr. Goopman. That is right. I can assure you we are very apprecia- 
tive of your understanding of the situation, Mr. Chairman. 

The CuarrmMan. Are there any questions, Senator Welker ? 

Senator WeLker. No questions. 

The CuarrmMan. We certainly thank you for coming. 

Mr. Meredith. 
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STATEMENT OF E. T. MEREDITH, VICE PRESIDENT AND GENERAL 
MANAGER OF THE MEREDITH PUBLISHING CO., DES MOINES, 
IOWA 


The Cuarrman. Mr. Meredith, will you give us your full name, your 
title, and whom you are representing here today. 

Mr. Merepiru. My name is E. T. Meredith. Iam vice president and 
general manager of the Meredith Publishing Co. of Des Moines, lowa, 
which publishes two magazines, one the Better Homes and Gardens, 
and the other Successful Farming. As to the size of the magazines | 
am talking about, Better Homes and Gardens has about 3,500,000 cir- 
culation and Successful Farming about 1,250,000. 

I would like to say at the start that I have focused all of my thoughts 
on second-class mail principally. I have not attempted to express 
here any other thoughts in regard to first-class and fourth-class mail, 
in which we are also interested. That is another subject, and I have 
boiled this down out of about 25 times this much, so if you will pardon 
me, I would like to more or less read this statement in order to stay 
on the track, 

The Cuatrman, Just proceed as you think best. 

Mr. Merepiru. In preparation for my testimony before this com- 
To I have asked myself and my associates two basic questions : 

. Why is the passage of the bill under consideration requested 4 
Why should this bill not be passed ¢ 

Th considering the first question, “Why is the enactment of this bill 
requested,” the answers are rather obvious. There have been many 
broad attempts to diminish Government spending and bring more 
efliciency into Government operation. The Post Office Department 
operates on a budget which shows a so-called deficit and the Postmaster 
General is attempting to reduce or eliminate this deficit. 

I ask, Is it necessary and wise to decrease or eliminate this deficit ? 
In the Post Office Department the money it is short at the end of the 
year is called deficit. In all other Government departments and 
agencies the money they are short at the end of the year is called a 
cost, or an expense. 

The Post Office Department has seldom had a balanced budget ex- 
cept in times of war, yet our Nation is now at an all-time economic 
peak. I do not know but maybe this deficit has contributed to our 
economic prosperity and welfare. 

I simply ask the question, “Why does this particular Department 
of Government have to balance the budget when no such request is 
_ from Agriculture, Interior, Commerce, Labor, et cetera /” 

I also ask the question as to whether the consideration of postal 
rate increases is based on the proper information. There is much 
questioning from every side as to whether or not the Post Office cost- 
ascertainment report is correct. It certainly does not in any way re- 
semble business accounting practices and there seems literally to be 
no one who knows how the various costs should be equitably and 
accurately allocated. 

I doubt very much whether there is accurate information available 
upon which to resolve the problem before us. 

The Cuatrman. In other words, you bear out the fact, then, that 
assigning so much cost to first class, so much to second class, so much 
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to third class, and so much to fourth class, it is almost impossible to 
reach an absolutely correct conclusion. 

Mr. Mrrepiru. Yes, Senator; that is the thought I have in mind. 
I have in mind, further, that additional studies of different tec hniques 
should be made to get more realistic figures. 

‘The CHAIRMAN. Yes. 

Mr. Mrrepirn. I have a couple more questions in mind. The Post- 
master General has said that there is no justification for special second- 
class rates at this time. This 1 question. Legislators in 1879 seemed 
to think there was a reason then and, apparent tly, legislators ever since 
then have thought there was a reason for special 1 rates. Today we 
have more people in this country than ever before who must be taught 
the values of Americanism. We are also combating more sinister 
outside influences than ever before in our history. {It seems to me 
there is a possibility that there is a better reason for a continuation 
ot low postage rates than ever before. 

By a continuation of low postage rates I mean a maintenance of 
the broad distribution of printed matter that we have now rather than 
a curtailment. 

The Postmaster General has also said that the magazine publishing 
business has never been more prosperous. I can give you a whole lot 
more information on that by ad libbing, but the firm of Peat, Marwich 
& Mitchell made a careful study of 114 magazines with the finding 
that 1950 gross income from all sources per page were up 37 percent 
over the 1935 to 1939 period, and actually net profits after taxes are 
approximately one-half of the 1946 figures. That is almost exactly 
one-half. The net profit after taxes as reported was 4.5 percent. 

(he CHarman. You mentioned 114 magazines. Could you give 
us the names of those ¢ 

Mr. Mereprru. I am sorry, I do not remember the names of all 
of them. I can supply them for you. 

The Carman. We would like to have them for the record. 

Mr. Mereprru. | certainly will supply them for you. I could not 
recall them from memory. 

The CuarrMan. I would not ask you to do that. 

Mr. Merepiru. I will supply that list, putting the largest ones at 
the top and going on down. 

(‘The list of m: igazines is as follows:) 


List oF 35 PUBLISHERS REPRESENTING 114 PUBLICATIONS ON ATTACHED LIST 


Advertising Publications, Inc. Guernsey Breeders’ Journal 
American Home Magazine Corp. Hearst Magazines, Inc. 
The American Legion Leam Corp. 
American Medical Association McCall Corp. 
The Atlantic Monthly Co. McGraw-Hill Publishing Co, 
Barron’s Publishing Co. Macfadden Publications, Ine. 
Boy Scouts of America, Inc. Meredith Publishing Co, 
The Chilton Co. Condé Nast Publications, Ine. 
Christian Herald Association | Nation’s Business 
Cowles Magazines, Ine. Newsweek 
Crowell-Collier Publishing Co. Popular Science Publishing Co. 
Curtis Publishing Co. Progressive Farmer Co. 
Bonevolent and Protective Order of | Progressive Grocer 

Kklks of the United States Reader's Digest 
Esquire, Ine. Sports Afield Publishing Co. 
Family Cirele, Ine, Time, Ine. 
Farm Journal, Inc | United States News Publishing 
Grit | Woman's Day, Ine. 
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The survey of paper costs made by NAMP includes figures from the following 


magazines: 


Advertising Age 

American 

American Druggist 

American Home 

American Journal of 
Children 

American Legion Magazine 

American Machinist 

Architectural Forum 

Archives of Dermatology 
ology 

Archives of Internal Medicine 

Archives of Neurology 

Archives of Ophthalmology 

Archives of Otolarnygology 

Archives of Pathology 

Archives of Surgery 

Atlantic 

Automotive Industries 

Aviation Week 

Baby Talk 

Barron's 

Better Homes and Gardens 

Boot and Shoe Recorder 

Boys’ Life 

Business Week 

Bus Transportation 

Chemical Engineering 

Christian Herald 

Coal Age 

Collier’s 

Commercial Car Journal 

Construction Methods and 

Coronet 

Cosmopolitan 

Country Gentleman 

Department Store 

Distribution Age 

Blectrical Construction 
nance 

Rlectrical Merchandising 
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Welding Engineer 
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House Beautiful 

House and Garden 
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Industrial Marketing 
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McCall's 
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Motor 
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Motor Boating 
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| Popular Science 
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Progressive Farmer 
Progressive Grocer 
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Saturday Evening 
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The national average of all manufacturing industry 


as reported by Federal Trade Commission and Security Exe hange 


Commission was 7.1 percent. 
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Thus, profits of magazine publishers are 
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barely half the rate of all manufacturing industry. So it is at least 
quite obvious that our industry was not as profitable as the manu- 
facturing field in the rest of the country. If our industry is more 
profitable now than it has ever been, according to the Postmaster Gen- 
eral, it has been in pretty bad shape sometimes. 

I repeat again, I think we do not have sufficiently accurate informa- 
tion upon w hich to base the decision at hand. ( ‘ertainly not about the 
Post Office Department. I am afraid you gentlemen have neither the 
numbers nor the time to get it regardless of how diligently you work 
at it. 

Senator Pasrore. May I interrupt at this point ? 

Mr. Merepiru. Yes. 

Senator Pastore. The suggestion has been made from time to time, 
as I understand, to make an investigation of the entire Post Office De- 
partment, to see whether or not it is efficiently run, and I think your 
group is behind that move. Is that a serious attempt to ascertain 
whether or not you are carrying your proper share in postal rates or 
is that just a dilatory mechanism ? 

Mr. Mereprru. Just a defense mechanism. 

Senator Pastore. I mean is it a way of delaying this whole thing? 

Mr. Merepirn. I think it has two purposes: One is to find out 
through this study how efficiently cr inefficiently the Post Office De- 
partment is actually operated, and, secondly, to find out whether or 
not the second-class postal rates are properly allocated. I think it 
is a sincere effort to pay whatever the honest rate is, provided you 
get it into operation. 

Senator Pasrore. The reason I asked the question is I think the pre- 
mise of your whole presentation here is there is no reason for balancing 
the cost with the income of the Post Office Department, that there is 
always a deficit and it is not to bad that there is one. If you consider 
the fact that these people who work for the Post Office Department 
have not had an upward adjustment in their salaries like they have 
had in private industry, and since the last time their pay was adjusted 
up to the present moment there has been definitely an increase in the 
cost of living, and it is we who must pass on that and assume the re- 
sponsibility of trying to make an adjustment in that situation, and if 
you realize if we give them that increase it would amount to $300 
million which would be added to the deficit, do you still take the posi- 
tion that we should run the Post Office Department with a deficit of al- 
most a billion a year and let all the taxpayers assume the responibility 
for all mailings, either first, second, third, or fourth class, these maga- 
zines and periodicals and letters that are going through the mails, and 
not charge it up to the users. I mean, is that the position that is 
being taken ? 

Mr. Merepiru. No, it is not. Not the way you say it, no. We in 
our company, and we within our whole industry have had substantial 
increases in labor cost. 

Senator Pastore. Don’t you think the Post Office Department has 
had the same trouble? It costs more money to run your magazine, 
and it likewise costs more money to run the Post. Office Department. 
That is exactly our problem today, and yet these rates have not been 
increased. 

Mr. Merepirn. There are two ways to look at it. You have a 
thousand people here and so many dollars per year that you have to 
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pay them, and you say, “We have got to pay the thousand people so 
much more money.” Without checking the efficiency with which they 
operate, without checking whether you need 1,000 or 800 and with- 
out checking what kind of machinery or techniques they are using, 
you just simply say, “There are 1,000 people that need a raise in 
wages.” We would be out of business 10 years ago if we followed that 
practice. 

Senator Pasrore. I admit private industry can do the job a whole 
lot better than the Government—I am one of the men who believe 
that firmly—but the fact still remains that with all your improved 
techniques your costs have gone up, that you are charging a lot more 
for things than you did 5 or 10 years ago, and vet your postal rates 
have not gone up during that period of time. With all the faults of 
the Post Office Department—and I do admit you do not have the 
same efficient procedures in the Post Office Department that you have 
in private industry and that all that should be corrected—the fact 
still remains that we know fundamentally that anything that cost 
2 cents or a cent and a half 10 years ago has gone up tremendously 
at this particular time. 

Mr. Merepiru. That is absolutely correct. 

Senator Pasrore. I am not quareling with you; I am just stating 
what I believe is common experience on the part of all people. | 

Senator Werxer. I think, Mr. Meredith, one of the main points 
we expect you to bring out is where we can expect to save money in 
the Post Office Department. ’ 

Mr. Merepirn. I can point it out directly. 

Senator Wreixer. You are directing attention to it so that we can 
bring that out. 

Mr. Merepiru. Yes. May I go on from there? 

The Cuarrman. Proceed. 

Mr. Merepirn. Personally, I think a commission should be ap- 
pointed to study this problem with sufficient time, thoroughness, and 
impartiality it deserves. 

Now, I should like to give you some reasons why I think this bill 
should not be passed. 

The Cuatmrman. You say “this bill should not be passed.” You 
mean we should nov pass any bill providing for an increase in postal 
rates ? 

Mr. Mereprru. Not as it now appears. 

The Cuarrman. Go ahead. I just wanted to get that straight. 

Mr. Merepiru. | am talking of second class principally, although 
we are affected by all of the mails. I am thinking principally of sec- 
ond class, and I am thinking of the bill as it now stands. , 

The CuatrMan. Very well. 

Mr. Mrerepiru. The additional costs of postage proposed cannot 
be passed on to consumers or advertisers to any considerable extent, 
definitely nothing approaching a 100-percent increase. You do not 
have to worry about this because publishers have tried aggressively 
and selfishly to do this to offset the many drastic cost increases they 
have already faced. In our industry we have met these increased 
costs by improved efficiency and higher volume. 

[ think this bill should not be passed because it will certainly put 
many small publishers out of business, and possibly many of the large 
ones as well. Many publishers have already testified before the House 
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and Senate committees that the now proposed increases far exceed 
their best annual net profits. Many of these publications are in the 
agricultural field, and their discontinuance would most certainly mean 
a profound economic loss. This would mean a loss in agricultural 
production and farm living standards, as well as a loss in employ- 
ment and consumption of raw materials. 

It is my belief that this bill will not do what is expected or predicted 
in increased revenue to the Post Office. Passage of this bill will to 
a degree force magazines to other forms of distribution, such as addi- 
tional haulage by truck and freight, and broader distribution or news- 
stands. These practices have already developed to a considerable 
degree and can go further. Passage of this bill can conceivably mean 
less revenue and greater deficit for the Post Office Department rather 
than the reverse. 

Publishing is primarily a part of the advertising industry. Adver- 
tising must reach people and is measured to some degree on the cost 
of reaching people. There are no postal costs on the advertising 
messages carried by television, radio, car cards, billboards, general] 
ns, counter displays or the five women’s magazines distributed 
through the supermarket grocery stores. Because of the post-office 
monopoly on the distribution of mail, magazines are put to a great 
disadvantage to the resulting advantage of other advertising media. 
As a result, this will result in an unfair hardship for some people, 
although the results may be caused inadvertently and may be inescap- 
able under the circumstances. The results are the same as discrimina- 
tion within the advertising industry, which does not oceur in any 
other industry in America. This is highly significant to publishers. 
Although you may feel you need not be sympathetic with it, if you 
face the Post Office problem it is a realistic thing that oceurs to us. 
it is vital, because we are competing within an industry where we 
have a rock to swim with and others do not. 

1 think this bill should not be passed because it will most certainly 
result in a curtailment of the service provided by magazines to people 
generally. It cannot help but result in the lessening of magazine 
distribution to people both in urban and rural communities. Many 
magazines carry much service material to our public which aids in 
their standard of living, their mode of life, the agricultural produc- 
tion on farms, and the improvement of standard of living on farms. 
Magazines do much good toward a better national diet, the construc- 
tion of homes, the use of modern equipment, the care of children, 
personal hygienic care, and health improvement. The postal service 
was originally based on the premise of “dissemination of information” 
to our people. I think this bill would definitely curtail constructive 
reading at a time when it is most needed. 

I think, too, the public as a whole is getting far enough away from 
the reading habit as it is, with some of our new devices that we have. 

[ think this bill should not be passed because, to the extent that an 
increase in post ige rates can be passed on as an increase in advertising 
rates, it will price some manufacturers out of the market. For others, 
it will lessen their sales effort. I could give you hundreds of examples 
of what happened to manufacturers who let up on some of their 

sales effort and what has happened to their niche in the economy. 
The results will be less manufacturing, less shipping, less wholesale 
and retail business, less consumer buying, less manufacturing of paper 
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and ink, less printing, less typographical work, less employment in 
all these fields, less postage in all classifications and most important, 
less income tax, luxury tax, franchise tax, travel tax, vehicle tax, and 
less total revenue for the Government as a whole. I believe that 
honestly, and I would risk anything on it. 

Again, I think this bill should not be passed because, as manufac- 
turers attempt to pass on increased advertising rates in their sales 
prices, this means another boost to inflation. 

At the present time, from one department we have price stabiliza- 
tion and freezes on prices, and from another department we have a 
suggestion that would result in increasing our own price to consumers, 
and to advertisers the advertising price. So, it is getting confusing, 
to say the least, on that point. 

I think this bill should not be passed because the Post Office De- 
partment should not reach out for deficit money until the Depart- 
ment’s operation has been put on the most efficient basis possible with- 
in civil-service and union limitations. We could not operate this way 
in business, and I don’t think any organization should just because it 
is a department of the Government. Dr. Robert Johnson recently 
stated that, if the Hoover Commission recommendations were put into 
effect by the Post Office Department, $150 million might be saved. I 
don’t know what all these recommendations were, and I don’t know if 
$150 million could be saved, but the question is: Why haven't some of 
them been put in effect previously ? Why today do we have even sugges- 
tions like that, unless there is a great field for something startling to 
work out ¢ 

Mr. Larter. Mr. Chairman, may the record show at that point— 
and we have a printed document in the committee going into detail 
on that—that all of the recommendations of the Hoover Commission 
that were referred to this committee as affecting the Post Office De 
partment and the Civil Service Commission were acted upon, with one 
exception, and there is a pending bill covering that. The one excep- 
tion was acted upon, but in the negative, and that was with reference 
to the taking away from the President and the confirmation by the 
Senate of the appointment of postmasters. The committe, by 2 majori- 
ty vote, decided adversely on that, but again there is a pending bill 
on that subject. I hope I will be pardoned for bringing it into the rec- 
ord at this time, because there has been a great real of misinformation 
over the country that this committee has taken no action on the Hoover 
recommendations. 

They studied every recommendation and took action on all except 
the two to w hich I referred. 

The Cuarmman. And we even had Mr. Hoover come before us and 
testify in reference to that paricular legislation 2 years ago. We have 
his testimony here. 

Mr. Larimer. Yes. 

The CHarmman. When he was questioned closely about just what 
could be saved, most of the saving I found was where he was going to 
charge against the departments what they were spending now in send- 
ing mail free, the penalty mails, and things of that kind. ‘That was 
part of it, and in reality it was not any saving. It was a saving for the 
Post Office Department but not for the Government as a whole. I 
think I am correct in that statement. 

Mr. Merepitru. I did not know that. 
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Senator Pasrore. In fact, that was corroborated by the Postmaster 
General when he was before the committee. 

Senator Cartson. Do we have the testimony of Robert Johnson 
when he testified before? I think he appeared, but I do not have it 
here at the present time. 

The Cuamman. Don’t understand me to say I think the Post Office 
Department could not be run more efficiently. Any department can, 
and I think it might be well for us in the future to make an investiga- 
tion to see what could be done there. 

Senator Pasrore. Provided that procedure is not dilatory. 

The Cuarrman. Since you mention that, I think you will find most 
of the people that are advocating an investigation are ee that 
they can find where money could be saved. I think there are a lot 
of people who are sincere in that. Like in anything else, the Semen 
element enters into it. Like the people who have anything to do with 
tax increases, naturally they would like to postpone it. We all know 
that. You may call it dilatory or what you please, but that is human 
nature that enters into it. We all know that. 

Senator Pastore. In fairness to the Post Office Department and the 
people who work for it, I think this ought to be said in their defense. 

The CHarrMan. Since you mention it, I think these figures should 
be brought in right at this time. I got these figures from the Post. 
Office Department. They show they are having more to do now with 
less man-hours. 


1 > » 
1945 Q! | Percent 


Item | increase 


Pieces of mail at ra hata 37, 912, 067,000 | 45, 063, 737, | 18 
Weight of mail_-__. 3 _......pounds 5, 986, 585, 000 | 11, 583, 322, 65.7 
Special-service transactions ‘ ia 738, 902, 000 | 909, 137, 23 
Number of employees, June 30 : ; is 435, 955 | 500, 579 | 14. 
Productive employment_... betaine ‘eck hours... 845, 008, 000 923, 464, 000 9.2 


Senator Pasrore. Coming back to an observation I made here yes- 
terday—that it was figured out that 74 percent of the entire cost of 
running the Post Office Department is salaries and 23 percent is trans- 
portation—I lean very much toward the argument made by the gen- 
tleman from Illinois that we should find the highest point of efficienc Vy 
in the Post Office Department. But, in fairness to the people working 
in the Post Office Department, we have got to consider this: that 
governmental employees do not have rights of collective bargaining; 
that they do not have the power to str ike. The fact still remains that 
in private industry, in your business, the people who work for you have 
a right to strike and a right to collective bargaining, and because of 
that they have been enabled to achieve a higher level of the standard 
of living ce some of the people who work for the Post Office De- 
partment. I daresay, if the Post Office Department were not run by 
the Government as it is, with all its disadvantages, with all its inefli- 
ciencies, if these people had the right to collective bargaining and the 
right to strike, I am afraid these rates would have been ri aised a long 
time ago. 

Mr. Merepirn. The salaries would be raised, but the Post Office De- 
partment would cost less to run. 

Senator Pastore. Maybe a little less; but, when you realize that 74 
percent goes to salaries, that is a big item of cost. 
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The Cuarmmnay. I think you have an illustration of that that is par- 
allel with your statement in the Railway Mail Express, in how much 
it has been increased, and at the same time you have been doing noth- 
ing in increasing the rates in the post office, in the same field, to com- 
pete with them. 

Senator Pasrore. The point I would like to make, Mr. Chairman, 

I admit there are a lot of inefficiencies; but I think, as a governmental 
agency, it is being run reasonably well. 

The C HAIRMAN. If there is any inefficiency there in increasing the 

rates, it is the Congress that is to blame. We haven’t increased them 
along with the others. 

Senator Pasrore. It strikes me you are either going to run the Post 
Office Department at a tremendous deficit or you are going to raise 
the rates. Now, you can stall this for a year and you can hold all the 
Hoover investigations you want, but you are going to come up with 
subscribing toa 1 policy of putting the burden where it belongs. 

Let me say this bill that is before us, S. 1046, accomplishes nothing. 
The Postmaster General was before this committee; and he said, while 
he was not commenting upon the increase in salaries for the people 
who work in the Post Office Department, that this bill did not attempt 
in any way to meet this fundamental problem before the committee, 
and that is what we are going to do for the people who work in the 
Post Office Department. Here is a bill that does not recognize the 
$300,000,000 added cost of an increase in salaries. It admits there 
will be a deficit after we increase the rates. It recognizes the problem, 
but it closes one eye to the solution of the problem. To me it is the 
most innocuous piece of legislation that has ever come before the Con- 
gress of the United States. It does not take the position that it will 
run the Post Office Department without a deficit. It only means we 
may reduce the deficit from half a billion dollars to $150 ,000 without 

recognizing the fact that we subscribe to the strong appeal for the 
people who work for the Post Office Department. 

Senator Weiker. Mr. Chairman, I hate to interrupt Mr. Meredith, 
but I am wondering why we now are so concerned about the Post Of- 
fice Department when we have Labor, Commerce, Agriculture, In- 
terior, and all these deficits going in. Nothing is being said, so far 
as the Senator from Idaho has heard, about the millions going behind 
every day in those other agencies. 

Mr. Meredith, I am going to ask you this very fundamental and 
maybe stupid question: Supposing we do receive a raise in postal 
rates, who, in the long run, pays for it? Isn’t it the man in box 6, 
route 4, who buys the magazine? With a 4.3-percent profit you can’t 
absorb it, can you? 

Mr. Merepiru. No. Personally, I think the only people that ever 
pay for anything is the general public. It is the so-called consumer 
who eventually pays for it. One question that is involved in your 
question is, Is it possible to pass the cost on to him? He will pay if 
it is passed to him. Box No. 9 is going to pay, but whether he does or 
not is his choice. 

Senator WeLker. I am sorry to interrupt you at this time. 

Mr. Mrreprru. We can’t generate the money, it has to come from 
the consumer, if he wants to buy the article. 

Senator Pasrore. It is a fact that many periodicals have not in- 
creased their price for a long time. I think the man from the Reader's 
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Digest told me it is 25 cents today and it has been 25 cents for the 
last 10 years. 

The Crarrman, Isn’t it possible that you could not pass it on if 
you wanted to, due to the fact, in many instances, that you have 
already entered into contracts with the people to let them have the 
magazine at a certain pr ice 

Mr. Mereviru. That is true if you sell a 5 years’ subscription on 

magazine. 

The CHarman. You cannot pass it on in that instance? 

Mr. Merepirn. No; you cannot pass it on in that instance. 

Senator Unperwoop. Could I ask one question ? 

The CHarmman. Yes. 

Senator Unprerwoop. Mr. Meredith, isn’t it a fact, as a practical 
matter, that the first thing you would do if the postal-rate increase 
went into effect would be to cut all the circulation that was a a dis- 
tance or at a higher cost ¢ 

Mr. Merepiru. That came into existence at a higher cost ? 

Senator Unprrwoop. Yes; the far distant circulation. 

Mr. Merepirn. Yes and no. We have to have national distribution 
on our magazines to compete with other magazines. If we cut far 
distant circulation the advertiser says, “You do not cover deliveries 
in Idaho, Florida, and California,” so we go from bad to worse. We 
have been working pretty hard for 25 years trying to cut our circu- 
lation costs in every conceivable way. 

Senator Unperwoop. That might be true of you because of your 
competitive situation in respect to your own magazine, but what I 
am trying to get at is would not the majority of newspapers and 
magazines in the United States cut out their high-cost circulation 4 

Mr. Mereprri. I suppose they would if they had some high cost of 
distribution that they would think would not pay off, but now I sup- 
pose most of it does pay off. I can give you the example in Iowa of 
the Register-Tribune, they would not want to cut any of them. They 
have a newspaper monopoly. 

Senator Cartson. Mr. Chairman, in view of the fact that we do 
not seem to have a copy of the hearings before the House Post Office 
and Civil Service Committee this session, at which Dr. Robert John- 
son testified in regard to the provisions of the Hoover Reorganization 
Act as it affects the Post Office Department, I would like very much to 
have his statement appear in the hearings here, and if we want to 
call him later, we can. 

The CHatreman. I think it would be good for all the committee 
members, so if there is no objection, we can just get it and print it up. 

Mr. Merepirnu. Shall I go on from there? 

The CuatrMan. Proceed. 

Mr. Mereprrn. I think it might be a good idea to retain a good 
management engineering firm for the Post Office Department for an 
indefinite per riod. I believe an appropriation for such an operation 
would be quickly saved. It is difficult to believe but nevertheless true 
that the Department is still using horses and wagons for mail deliv- 
ery in some few cities. This is not a very important point, but it 
might be a good place to start an efficiency study with the horse and 
wagon and work from there to the ceiling and find out what the com- 
parisons are. 
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Senator Weriker. Somebody told us that horses and buggies were 
taken out of the Post Office Department. 

Mr. Merepirn. I notice our dairy at home dropped the horses and 
wagons quite a few years ago and it is a pretty good dairy. 

Senator Pasrore. I think mention was made of the fact at the last 
meeting that they were doing it now. 

The Cuatrman. From 1941 up through 1945 there have been no 
changes made. That is one thing that has helped us reduce the deficit 
some. It has helped along some when we started to purchase the 
trucks for the post office. 

Mr. Merepiru. Shall I proceed ? 

The CuarrMan. Proceed. 

Mr. Merepiru. I think this bill should not be passed on the basis of 
arguments proposed because I feel some of the information is too 
incorrect. For instance, free services and subsidies of the post office 
cost $160 million, making the real deficit of 360 million instead of 520 
million. The Price Waterhouse Co. study showed that should second- 
class mail be removed from the pest-omee channels altogether, it 
probably would not reduce the deficit at all and might possibly in- 
crease it. Their study indicated that the out-of-the-pocket expense 
for second-class mail was $34 million and the revenue $41 million. 
This would leave a net balance rather than a great deficit for second- 
class mail. I do not propose that you accept any of these figures as 
sharply accurate, but I suggest that they are much too far apart to 
allow for much believability in the figures that have been supplied in 
support of this bill. I think they are too far apart to permit you to 
make any decision based on that information. 

Further, it seems that some of the post-office accounting system is 
confusing. As an example, second-class mail is charged with one- 
third of the rural free-delivery cost. Rural free delivery was initially 
set up to deliver first-class mail and now delivers only 20 percent more 
first-class pieces than second class, but is charged with less than is 
second-class mail. Should second-class mail be removed entirely the 
R. F. D. cost would probably be precisely the same but the revenue 
much less. All through the cost-ascertainment report, I believe these 
oddities should be removed or clarified before the figures are used as a 
basis for postal increases. 

After I wrote that I was glad to see one of the Postmaster Generals 
agreed with me at one time. Postmaster General Frank C. Walker 
said in his report for the year 1942: 

The purpose of cost ascertainment is to credit as accurately as possible 
to each class of mail and each special service the revenue earned by it, and 
charge each class of mail and each special service with its share of the ex- 
penditures. Its methods and figures have been criticized. I have not been satis- 
fied personally that they should be used for rate purposes. Cost ascertainment 
does not and possibly cannot reflect intangible factors such as degrees of prefer- 
ment in mail handling, the relative importance and economic value of the 
several classes of mail or the relative priority of service. 

He put his finger on a lot of confusing things. 

Before I close, a word about our own company. In 1950 we paid 
$1,248,000 in postage; $883,000 of this was in second-class mail. I 
assure you we would have a desperate time trying to pass $1,284,000 
along to our advertisers and readers. The important point in my mind 
is that from a national point of view we should not pass it along, be- 
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sause I feel certain the stimulation to our economy provided by these 
two magazines returns this figure to our general economy many, many 
times over. 

Let me give you an example of passing the postage rate along to sub- 
scribers. In June of 1948 we increased the Successful Farming sub- 
scription price from $1 to $1.50 a year. At the old figure of $1 a year 
we sold a high percentage of 5-year subscriptions. At $1.50 a year 
the average went to about. a 3- -year subscription. This meant that in- 
stead of selling 245,000 subscriptions a year as we had previously, we 
had to sell 408,000 subscriptions a year or 66 percent more just to 
maintain our total of 1,225,000. As you would assume the cost of sell- 
ing a 3-year subscription is just about the same as selling a 5-year 
subscription. The increase from $1 to $1.50 a year actually resulted 
in a considerably smaller net from our subscription operation. In this 

‘ase no additional cost can be passed on to subscribers. So we came 
out with a considerably lower net on the operation than we previously 
had. It cost us a considerable amount of money to raise the price 
5 cents and it appeared to be a fool thing to do. 

The Senator asked the question as to who is going to pay. Well, 
box No. 9 decided not to buy a 5-year subscription ‘and we lost the 
money on 50 percent, of course, of the subscription price, so that was 
not worth it. 

Let me summarize: It is our belief publishers cannot pass on the 
postal rate proposed to advertisers without causing general over-all 
damage to our economy to some extent and lessening the ultimate 
revenue to the Government as a whole. We firmly believe that the 

rate proposals would wipe out a large part of the net profits in the 
publishing business causing a consequential shrinkage in the pub- 
lishing industry. We believe these rates would damage the dissemi- 
nation of information to the American people, would add a push to 
the inflationary spiral, would cause a drop in the number of magazines 
going through the mail, would cause a shrinkage in revenue through 
income tax and other taxes and would consequently defeat the purpose 
the bill was designed for. 

The CHatrman. Mr. Wentzel, let me ask you one question here. 
Why is it that they charge one-third of the rural cost to the second- 
class mail ? 

Mr. Wenrzen. Those charges are based on the actual use of second- 
class mail which is handled in the rural route, in trying to arrive at an 
allocation of the cost for rural service. No consideration is given to 
any other factor. It is actually the real usage of the material. Of 
course to handle second-class matter is an expensive procedure. If 
you ever see the rural carrier making up the mail, in taking it out 
on the route, you see it is more expensive than distributing the letters. 

Senator Weixer. Mr. Chairman, I want to say this for the benefit 
of the record. The two magazines that this gentleman, Mr. Meredith, 
referred to, the Better Homes and Gardens and the Successful Farm- 
ing, are just as essential, in my ‘opinion, for Americanism as any 
magazine, fraternal or otherwise, that has appeared here. I don’t 
know of any Congressman who doesn’t read Better Homes and Gar- 
dens and the Successful F: arming. I think they have done a great 
deal for America. I have never met Mr. Meredith but I take both of 
these publications. 
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Senator Pasrore. I subscribe to the statement you made about 
Better Homes and Gardens, because we take it at home, but the fact 
is the other things you have been talking about are not nonprofit 
organizations. 

Senator Cartson. I want to state, as the junior Senator from 
Kansas, I am proud of the splendid publications that the Merediths 
have in Des Moines. We would like to have them in Kansas but they 
are covering our section of the United States. I think it is mighty 
fine for Mr. Meredith to appear here. I think all members of this 
committee know that his father served with great distinction as Secre- 
tary of Agriculture for many years and Mr. Meredith’s family has 
rendered a great service to the Nation. 

I was interested in this. You said your present postage item on 
your magazines was $883,000. 
~ Mr. Merepiru. That was second classalone. It is $1,248,000. 

Senator Cartson. Just take the $853,000, if we should increase the 
rates 50 percent next year and 25 percent the following year, and 25 
percent again the next following year, it would be a total increase of 
100 percent, or approximately $1,700,000, 

Mr. Merepiru. Yes. 

Senator Carison. How seriously would that affect your profit, 
which, I understand, you said was 4.3 percent. 

Mr. Merepiru. That 4.3 percent was the average for the 114 mag- 
azines in the industry. 

I can only answer your evens in generalities. I will give you 
an example. We just had a month finished where the statement 
showed 14 percent gross saditionidl revenue to the company as a whole, 
and compared to the same month 1 year ago our profit ratio was 25 
percent less net. It was 14 percent up in gross and down 25 percent 
in net. That has been going on for quite a while. Your break- 
even line is getting closer , closer, and closer awfully fast, and that 
is what we are scared of. We have got 600 people working for us. 
That is a small group, but they are just as important to us as the whole 
group that works for General Motors or Du Pont, as far as importance 
is concerned. 

Senator Pastore. I would just like to ask you this question. Iam 
not going to pin you down, Mr. Meredith, and if you feel you should 
not answer this, that is all right. 

As I understand the tenor of your presentation, you feel firmly 
there is no great harm in running the Post Office Department with a 
Deficit. Admitting the fact that certain inefliciencies might have to 
be cured, if we have to increase the salaries of people who do work 
for the Post Office Department and bring the current deficit up to 
about $800 million instead of $500 million, where it is now, you feel 
that is the way the Post Office Department should be run, with a 
deficit, because you people just can’t stand an increase in rates in 
order to stay in business. 

Mr. Mereprru. You are putting words in my mouth. I don’t feel 
that way at all. I don’t see why I should get too al: es about the 
post-office deficit, because none of the Congressmen have for many 
your and, as the Senator pointed out, there are many other service 
branches of Government than the Post Office Department and it 
alarms no one when they run into a deficit. For years, years, and 
years legislators believed that the mail should be distributed to the 
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‘people and the Government ought to bear part of it, because it is good 
for the people. I assume that to be correct. 

Senator Pasrorr. I don’t want to pin you down to anything, but 
you see no great harm in having a deficit in the Post ‘Office 
Department ? 

Mr. Merepiru. No, I see no great harm in having a deficit in the 
Post Office Department. I think there is great harm in waste of any 
kind. 

Senator Pasrorer. I will go that far to agree with you. 

The Cuamman. Mr. Meredith, I know you will find this committee 
as a whole does not want to injure any business. Of course we are 
trying to get at the facts. We want to know just what we can do about 
this situation, what is the right thing to do. 

Mr. Merepiru. Certainly. 

The Cuarman. Now then, of course everything has gone up, every- 
thing has been increased. Of course your first class rates have been 
increased some. They were increased back in 1946, I believe. If the 
rates are increased do you not think that they ought to be increased 
over a term of years / 

Mr. Mereprru. I think they should be. 

The Cuarmman,. They should be spread out over a term of years? 

Mr. Merepira. I certainly do think so. I think you should give 
the publishers a chance to adjust themselves to the additional burden. 

The Cuarrman. You brought out the fact that a 50-percent increase 
the first year, 25 percent the second year, and 25 percent the third ye 
which makes 100 percent eventually, you believe that is too much. 

Mr. Merepiru. I do, because I don’t see anything but the inescapable 
conclusion that a lot of people are going to go busted. 

The CHatrman. We do not want to put you on the spot, but we 
do want to get down to a solution. You are in the business and I am 
not. What would you say about 25-15-10, making it 50 percent over 
a 3-year period ? 

Mr. Mereprrn. What would they do in that case ? 

The CHatrMan. 25 percent the first year, then 15 percent the second 
year, and 10 percent the third year; m: aking a 50-percent increase in 3 
vears. If you don’t want to answer ‘that you don’t have to. That is up 
to you. 

Mr. Merepirn. I will answer it. I have no facts, of course. I 
assume a 50-percent postal increase would be a 20-percent load on the 
publishing industry as a whole. I don’t mean circulation, I mean by 
number of publishers. I know from the testimony, or the figures we 
had on many small agricultural publications, that the publishers could 
not pay that, they could not pass on the 50-percent increase, particu- 
larly the circulation through the direct mail. That is a high part of 
the total cost. 

Senator Pasrorr. Could not you pick it up on advertisements ? 

Mr. Merepiru. That is getting awfully hard to do now. 

Senator Pastore. If you increase the salaries of the men who work 
for you you have to pass it on somehow. 

Mr. Mereprrn. We have not passed it on. We sel! a page for less 
now than we did 10 years ago. That is because we installed efficient 
methods that we spent a million dollars to acquire. All cost to the 
advertiser is down. 
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Senator Pastore. Either that or you give smaller pages. 

Mr. Merepiru. Smaller pages? 

Senator Pasrore. It is both smaller page and more pages? 

Mr. Merepirn. The cost per unit is down. 

The Cuarrman. The main tenor of your argument is that your par- 
ticular magazines and papers should be given preferential treatment, 
so to speak, i is that right, because of what - they are doing in the field 

Mr. Merepiru. No, sir, 1 do not ask for any preferenti: al treatment 
whatsoever. I say the magazines and pei riodicals as a whole contribute 
something to our economy, and if they do let us charge that up to the 
deficit of distribution, as has been done for years, years, and years, 
instead of trying to pack it up to a 100-percent increase, which the 
people cannot absorb. We never had a 100- percent increase in any raw 
materials, in the cost of paper or anything else before—2, 3, and 4 
percent, as you know, was a terrific increase. 

Senator Pasrore. How much of an increase do you think they can 
stand ¢ 

Mr. Mereprru. Beg pardon? 

Senator Pasrorr. You say a 100-percent increase would not be right, 
that a 25-percent increase the first year, 15- percent increase the second 
year, and 10-percent increa se the third year is not right. What increase 
do you think it ought to be? 

Mr. Merepirn. I have to get on the other side of the fence and take 
the Post Office Department's point of view. How much could they 
reduce the deficit? How much service to the public and to the Gov- 
ernment as a whole could the Post Office render. Of how much value 
is that service as compared to the Department of the Interior, the 
Department of Labor, the Department of Agriculture, which we are 
paying for in income taxes and other taxes? Let us pay for this service 
to the extent that it is valuable only. 

The CuatrmMan. Did you study the bill as it was reported out of this 
committee 2 years ago? 

Mr. Mereprru. Did I see it? 

The CHarrman. Yes. 

Mr. Merepiru. Yes. 

The CrarrMan. That had broken down the charges in different 
fields. Do you recall what it did to you? 

Mr. Merepirn. I do not in detail. My recollection is not good, I 
am afraid. 

Mr. Larimer. Mr. Chairman, [I can probably throw light on that. 
What we actually did in that bill was to put in an amendment that 
would have given preferential treatment to publications devoted to 
agriculture and certain other oes without any increase in rates 
whatsoever. The net result of the bill, S. 1103, as reported to the 
Senate, and which did not become a law, of course, was to increase 
second class more than $10 million, which would have been something 
over a 25-percent increase of the total being paid at that time by sec- 
ond-class mail. For the record, the figures as submitted by the Post 
Office Department show that the present cost of handling second class 
is approximately $240 million annually, and the present revenue from 
all sources is approximately $40 million annually. 

The Cuamman. Thank you, Mr. Meredith. We appreciate your 
appearance, 

Mr. Bruce A. Campbell, chairman of the national memorial and 
publication commission of the Elks. 
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STATEMENT OF BRUCE A. CAMPBELL, CHAIRMAN, NATIONAL 
MEMORIAL AND PUBLICATION COMMISSION, BENEVOLENT AND 


PROTECTIVE ORDER OF ELKS, ACCOMPANIED BY JAMES R. 
NICHOLSON, GENERAL MANAGER, ELKS MAGAZINE, NEW YORK 


Mr. Camrse.tt, Mr. Chairman, my name is Bruce A. Campbell, and 
I live in East St. Louis, Ill. I am the past grand exalted ruler, and 
also a lawyer, although I am not appearing here in the capacity of 
lawyer ; I appear as chairman of the national memorial and publication 
commission of the Elks, publishers of the Elks Magazine. 

The Benevolent and Protective Order of Elks was organized in 1868. 
Its membership is confined to white male citizens of the United States 
of 21 years of age and over, believing in God. It has grown into a 
fraternity with a membership of 1,044,029 comprised in 1,583 lodges 
throughout the country. 

In 1922, the Grand Lodge of the Benevolent and Protective Order of 
Elks established the Elks Magazine as a medium through which the 
history, traditions, purposes, and aspirations of the order could be 
taught, and through which information of its current activities could 
be disseminated. 

Results prove that through the Elks Magazine the members of the 
order are inspired to continuing effort in patriotic, humanitarian, 
charitable, philanthropic, educational, governmental, and civic move- 
ments. 

The responsibility for the management of the Elks Magazine rests 
with the members of the Elks national memorial and publication 
commission, serving without compensation. They are the following 
past grand exalted rulers of the order: Chairman, Bruce A, Campbell, 
East St. Louis, Ill.: vice chairman, John R. Coen, Denver, Colo.: 
secretary, John S. McClelland, Atlanta, Ga.; assistant secretary, 
Michael F. Shannon, Los Angeles, Calif.; treasurer, James T. Halli- 
nan, New York, N. Y. 

The Elks Magazine has had a remarkable success and its subserip- 
tion is $1 a year. I believe during the existence of the magazine we 
have turned over something like $5,000,000 as the surplus earnings on 
the magazine. 

The Elks Magazine is a nonprofit publication. It carried a limited 
amount of paid advertising. 

While the order is incorporated, it is incorporated as a nonprofit 
corporation under the laws of the District of Columbia and none of 
its net income inures to the benefit of any private stockholder or in- 
dividual. 

Its charter provides— 
that the business of such corporation is benevolent and charitable, and to in- 
culeate the principles of charity, justice, brotherly love, and fidelity; to promote 
the welfare and enhance the happiness of its members; to quicken the spirit of 
American patriotism; to cultivate good fellowship; to perpetuate itself as a 
iraternal organization and to provide for its government. 

Any surplus above the actual cost of production is applied to the 
patriotic, humanitarian, charitable, and civic activities of the order. 

We desire the members of the committee to be informed in respect 
to the uses to which the excess income over expenses of the Elks Maga- 
zine has been applied. 
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Each year at the session of the grand lodge of the order, such sur- 
plus accumulated by the Elks national memorial and publication 
commission as is not needed for the working capital of the Elks 
Magazine is turned over to the grand lodge, in some instances for 
specified purposes, and in other instances for the general expenses of 
the grand lodge. 

Exhibit A shows the surplus of the period from the establishment 
of the Elks Magazine to May 31, 1950, and the disposition made of 
such surplus. 

The editorial content of the Elks Magazine is a continuous inspira- 
tion to the lodges to strengthen, develop, and carry on their activities of 
service to their country, their community, and to their fellowmen. 

It does this through a message in each issue of the magazine from 
the grand exalted ruler of the order to the members of the lodges, and 
through reports of actual activities of various lodges which inspire 
other lodges to similar activities. 

Exhibit B shows a record of the patriotic, charitable, and other ac- 
tivities of the subordinate lodges from the date of the establishment of 
the Elks Magazine in 1922, to the conclusion of the last fiscal year of 
the order, ending March 31, 1950. 

It is our desire that the members of the committee may be informed 
relative to the general character of the patriotic, humanitarian, chari- 
table, and civic services of the order recorded in exhibit B. 

Exhibit C gives such detail of the $6,104,373.18 thus expended by the 
order in the year ending March 31, 1950. 

In order that the members of the committee may see how these ex- 
penditures are distributed geographically, exhibit D is attached, show- 
ing such distribution by States and special jurisdictions. 

The Elks Magazine has been very effective in stimulating the mem- 
bers of the order in patriotic services of an outstanding character, 
particularly emphasized during the duration of World War II. 

Exhibit E gives a condensed synopsis of the outstanding services 
of this character to which the lodges and the individual members of 
the order contributed so helpfully. 

The Elks Magazine has given freely of its space for the promotion 
of projects of the armed services, and other agencies of our Govern- 
ment, and of various charitable and educational institutions and 
organizations. 

In the last 3 years alone, the Elks Magazine has donated a total 
of over a full page per month to such agencies and projects as: 

United States Government bonds Community Chest 

United States Coast Guard Easter seals 

Public Policy Committee March of Dimes 

American Red Cross Tuberculosis seals 
American Cancer Society American Heart Association 
United Service Organization CARE 

The space devoted to those causes in the last 3 years had an advertis- 
ing space value of nearly $50,000. 

The Elks Magazine has supported effectively the many charitable 
and civie projects of the State associations of the order. These in- 
clude such activities as crippled children’s hospitals maintained either 
entirely by State associations, or hospital wings whose care is under- 
taken by such associations in Alabama, Florida, Georgia, Idaho, Ken- 
tucky, Illinois, Nebraska, New Jersey, Texas, and Washington. 
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Summer camps for underprivileged children are another first-line 
activity of the North Carolina, Maryland, Delaware and District of 
Columbia, Missouri, North Dakota, South Carolina, New Hampshire, 
Vermont, Virginia, New Mexico, and Texas Associations which main- 
tain their own camps and are frequently promoted through the maga- 
zine’s pages. 

Arizona, Indiana, New Jersey, and Kansas are engaged in the care 
of patients suffering from specific diseases, such as “tuberculosis and 

cancer and in the rehabilitation of paraplegics and the promotion of 
logopedics. These programs have received much assistance from the 
Elks Magazine, as have the many youth movements undertaken by sev- 
eral of the associations, particularly in Massachusetts, which have done 
so much to combat juvenile delinquency. The educational activities of 
the associations, all of which provide scholarships for worthy students 
in their States, have been benefited immeasurably by magazine 
coverage. 


The Elks Magazine has been an important factor in publicizing and 
promoting the development of the outstanding educational and hu- 
manitarian activities of the Elks National Foundation, an instru- 
mentality created by the Grand Lodge of the Order of Elks— 


for the furtherance of such of the charitable, educational, and benevolent activi- 
ties of the order or its subordinate lodges or associations of such lodges or 
otherwise— 


as its trustees may determine. 

The fund of the foundation now amounts to over 21% million dollars, 
the income of which is being used for assisting local lodges and State 
associations in carrying on such activities as those referred to above. 
Not a cent of principal fund or interest is used for administrative or 
other expenses of the foundation. 

Since its creation, the Elks National Foundation has made contri- 
butions to (up to April 30, 1950) : 


Schol irship student prizes Y $210, 900 
To various State associations for foste ring phil: anthropic ‘endeavors : 
Arizona Tubercular Hospital —- pee 55) teil dacteel badd lediad een he 38, 350 
California scholarships. -~ ; : Ne ee eta a Bl iin , 950 
Connecticut scholarships__- seer ; 5 ‘ oe , 200 
Colorado scholarships_—-_- eer : 2, 450 
Florida crippled children rehabilitation__- aed - , 000 
Georgia crippled children rehabilitation 2, 600 
Idaho convalescent home and crippled children rehabilitation_ “1 1, 650 
Illinois scholarships and crippled children rehabilitation Gletdis 3, 450 
Indiana scholarships ines , Scot ctia teak 2, 450 
Iowa scholarships toa tea elired ales. 3, 450 
Maine scholarships_-—- : = , 400 
Maryland, Delaware, and District of Columbia boys’ camps and 
children’s rehabilitation cd eee Sette Rippin 2, 400 
Massachusetts scholarships PER EeN ; ge at oo pa 20, 600 
Michigan scholarships bs la al ate dhe 2, 900 
Minnesota welfare work at Mayo Clinic is aatencerc 4, 300 
Missouri furnishing eyeglasses to children and assisting boys’ 
camps ‘ pe iti ‘ J . 100 
Montana scholarships ee , 450 
Nebraska crippled children and scholarships__—- Le ; , 650 
Nevada crippled children’s ward___~- x . 000 
New Hampshire scholarships sh inti 300 
New Jersey crippled children rehabilitation es bars 2, 100 
New York scholarships and hospital work__~ ula ; 23, 700 
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To various State associations—Continued 

North Carolina establishment and maintenance of children’s home 

and boys camp $1, 900 
North Dakota crippled-children rehabilitation —___- , 600 
Ohio scholarships and hospital program and social- and ¢ ommunit: y- 

welfare program Siete ssa a te 2, 750 
Oregon scholarships and children’ S$ program__- 2, 200 
Pennsylvania scholarships__...-.--.------ ee , DOO 
Rhode Island scholarships___.....__.-_.---~-- ; a . 100 
South Dakota crippled children____---~- : Ce ee ok , 000 
Tennessee scholarships_—— ~~ ~~ é pee ee ties. ed 800 
Texas crippled children rehi: tbilits ation_ kde dibasic ws ame ‘eid , 850 
Utah scholarships ig =e his 4 , 200 
Vermont Fresh an Camp for crippled children n Ser 4, 650 
Virginia Boys’ Camp : , 400 
Washington scholarships ea ; ca 900 
West Virginia crippled children rehi Lbilits ition gS ka aha obama 1,150 
Wisconsin scholarships__- sik ena eAL gt Ree oa ; ‘ 3, 300 


Nico e evtnee ee et hae Shea $11, 100 


The Cuarrman. I don’t think it is necessary for you to tell us what 
are the aims of the Elks. I am a lodge member, and I think several 
other members in here are. 

Mr. Campse.i. I know we have a majority of the Members of the 
Senate and the majority of the members of this committee. 

Senator Wetker. When you refer to the Elks’ Crippled Children’s 
Hospital in Idaho, you are referring to one of the sweetest things in 
the world. 

Mr, Camppevi. Thank you. 

The Elks National Foundation trustees, taking recognition of the 
part that the Elks magazine has played 3 in promoting the benevolent 
projects in which the foundation is interested, have said: 

The Elks National Memorial and Publication Commission has made ayail- 
able to us the pages of the Elks Magazine through which we have been able 
to acquaint the membership with our activities. We are grateful not only 
for the generous allocation of space for our announcements but also for the 
splendid editorials in support of our cause, 

For the fiscal year — May 31, 1950, the Elks Magazine had 
an income of $1,160,851.49. Of this amount $971,940 was accounted 
for by subscriptions, the net advertising receipts were $188,018.89, 
and there was additional revenue of less than $1,000. 

For the benefit of the committee, there is filed with the clerk of 
the committee as exhibit F the annual report of the Commission filed 
with the Grand Lodge at Miami, Fla., in July 1950. 

Senator Pastore. Mr. Chairman, was this publication included 
within those exceptions which you stated to Mr. Goodman were in the 
amendment ¢ 

The CuamMan. We considered them all together. It does include 
this magazine; yes. 

Mr. Camrsett. While nearly one-half of the Members of the 
House, a majority of the Members of the Senate, 9 of the 23 members of 
the House committee and 8 of 18 Members of the Senate committee are 
believed to be Elks and receive monthly a copy of the Elks Magazine, 
yet for the benefit of those who are not Elks we are filing with the 
clerk of this committee copies of the January, February, and March 
issues of the magazine in order to acquain the committee with the 
style, content, and character of the magazine. These are marked 
“Exhibits G—1, G-2, and G-3.” 


838782—51——12 
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The reason for our opposition to the proposed rate increase: The 
Order of Elks has become an established institution in the country; 
its activities have been favorably recognized by the Government 
and by the public generally. This growth of the order and the in- 
fluence of the magazine has resulted largely from the existing sec- 
ond-class postage rates. The War Department, the Navy Depart- 
ment, and the Treasury Department have all been aided by the order 
and by the magazine and have expressed, as heretofore shown, ap- 
preciation of the efforts of the order in relation to their work. 

The Order of Elks carries on a broad program of philanthropic 
and educational activities, all in the public interest. The Elks Maga- 
zine is a vital influence in the promotion and successful conduct of 
these activities. Furthermore, net revenue obtained through the 
publication of the Elks Magazine above the cost of operations is 
contributed to the support of these activities in the public interest. 

The present second-class postage rate has made it possible for the 
Elks Magazine to make these v raluable contributions, inc luding those 
which are, in actuality, services rendered to the Government. If the 
postage of the Elks Magazine were doubled, as proposed by the pend- 
ing bill, the net earnings of the magazine would be drastically reduced. 
In consequence, the activities ¢ arried on by the order in the public 
interest, including those in direct aid of agences of the Government, 
would have to be curtailed in proportion to such loss of revenue. 

The proposed increase in the second-class postage rate would result 
in lessening the opportunity for the Order of Elks to carry on its 
philanthropic, charitable, educational, and patriotic activities; its 
promotion of a vigorous civil-defense program ; its contribution to the 
comfort and entertainment of the members of our armed services; and 
its continuous aggressive attack against communism and all un- Armer- 
ican activities. 

This presentation of our views in opposition to the proposed legis- 
lation is filed on behalf of the Benevolent and Protectve Order of 
Elks of the United States of America, its 47 State associations, its 
1,583 subordinate lodges, and its 1,040,000 members in good standing. 
it has been prepared and is filed on behalf of all of these by the Elks 
National Memorial and Publication Commission, and is respectfully 
submitted to the committee. 

We have turned over to the grand lodge during the 30 years of 
our existence $4,960,314. That has been used by the grand lodge to 
defray various costs of the grand lodge; for the N fational Memorial 
Building in Chicago; the Elks National Home in Bedford, Va.; for 
furtherance of war-effort programs; for postwar veterans’ rehabili- 
tation programs; for furtherance of philanthropic activities, and other 
costs. In addition to that, the local lodges since 1923 contributed 
$76,179,846 to local charities, of which only a very small proportion 
has been given for the benefit of its own members. Last year the 
contribution for the local lodges amounted to $6,000,000. That is 
distributed in exhibit D by States, showing the amount given to the 
States. For example, [llinois—my State—was given go7 1 618. Last 
night, at New York, the Greensboro Lodge presented $200,000 to the 
charities in that territory, so much to this hospital, so much to the 
other, and so much to the Boy Scouts, and all the other things of that 


kind. 
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I might add one further thing, and that is that no member of this 
commission which manages this magazine receives a single cent of 
compensation for w hatever he does, exe ept the traveling expenses, and 
those last year amounted to just a little over $3,000. “That is pretty 
cheap for a business of this kind with members of the commission 
residing from California to New York. 

I thank you. 

The Cuatrman. Thank you for coming before us. 

(The exhibits submitted by Mr. ( Campbell are as follows :) 


Exuisir A.—Surplus of the Elks Magazine and disposition of same, June 1922- 
May $81, 1950 


Transferred from surplus as follows: 

To grand lodge for grand lodge uses- suiid cies SE 402494. 38 
To National Memorial Headquarters Commission ‘to cover 

cost of art features, National Memorial Building, Chicago__ 480, 000. 00 
To National Memorial Headquarters Commission to cover 

maintenance, taxes, city improvements, and administrative 

costs, National Memorial Building, Chicago_______ wiec: 4 ks Ck OO 
To grand lodge for aes and new building -Elks 

National Home, Bedford, Va____-------~- ee 350, 000. 00 
To grand lodge, to defray cost of district deputy ‘visits nae 15, 466. 22 
To Elks War Commission, for furtherance of war effort pro- 

OI is sis mn scdemn on a eect > 50, 000. 00 
To Elks National Veterans ‘Service e Cc ommission for further- 

ance of postwar veterans’ rehabilitation programs Dees 100, 000. 00 
To Elks National Foundation for furtherance of philan- 

Cran BOE VISION So se Leek eee a 3 Laeatentuatie 75, 000. 00 
To grand lodge, for creation of emergency reserve ‘fund. sae sen 350, 000. 00 
To grand lodge, to defray costs of rededication exercises, 


Elks National Memorial Building, Chicago_....._______~ 15, 648. 71 


OUR Sata ct ose acicngnseeactee Sais sarinss Gi nenecencateisdains acai cellases ee 4, 960, 314. 56 


Exuisit B.—Annual patriotic, humanitarian, charitable, and civic activities of 
the Order of Elks (statistics) 


(Ome a in, ee, OVE, GE AE 198Re $1, 417, 237. 47 

Fee lee on SO Cease See 1, 541, 005. 86 

IPROG Aa Awe Sa a; 404, 2k 33 1940 1, 628, 660. 30 

1628: Biss. 2, 407, O08. 10: 1044. nan. My TTB, OF: BE 

Wate i’ , A BR a” Te 2, 071, 324. 61 

1928 EE Sia 2, Decree «Tee 2, 253, 091. 92 

1929 2, 449,179.79 1944________- 3, 008, 974. SY 

2, 640, 701.41 1945_____- 3, 753, 800. 86 
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Exursir C.—Details of patriotic, humanitarian, charitable, and civic activities 
of the Order of Elks for the year ending Mar, 31, 1948, divided as to items 


Activities 

Relief of members, their widows, orphans, dependents; burials, Amount 

SOG sie sents di sicqiahica Sede oth orm caidihn: duu |p ae 
Summer camps, outings, ete__ anisdaiee ; 2 ‘ 207, 963. 95 
Milk, ice, and fuel__-. 5 een aan 78, 122. 43 
Crippled children ____ di Reet ade eke 615, 767. 51 
Medical aid and hospitals. TEES CE SPW ee ee i tent 724, 104, 72 
Miscellaneous charities. Pe ech sed Se ? : vases 35 398. O72. 58 
General aid to needy families___- eats se ales 219, 005. 69 
Thanksgiving baskets and Christmas baskets wie ea Baa 685, 286. 16 
Seout work (500 lodges sponsor 1 or more troops) i 230, 844. 5S 
Big Brother work_-__- i ii alieapepveiaaen ata ; 2 158, 678. 56 
Playgrounds, including prizes___- aa. ; oo : : 330, 373. 64 
Scholarships, textbooks, etc__ niches ‘ ‘i ink hea 163, 978, 41 
Red Cross, Salvation Army, ete é — is itt es de 396, 325, 16 
Veterans’ relief _.___- s see Z “pesAd 162, 332. 99 
Flag Day, Constitution Day, ete ; ‘ eet 211, 431. 70 


Elks National Foundation_- ba a skied oe 135, 797. 99 


Total. eee Lone ‘ieiet eee . 6, 104, 373. 18 


Exuisir D.—Patriotic, humanitarian, charitable, and civic activities of the Order 
of Elks by State and special jurisdiction divided as to States 


Alabama os _. $87,740.26 Nebraska_- $82, 508. 86 


Alaska__. 26, 286.51 Nevada_ ; 19, 923. 99 
Arizona ; 84, 804.94 New Hampshire____ ___ 21, 336. 86 
Arkansas-__- 12,068.77 New Jersey- 249, 610. 78 
California 517, 346.24 New Mexico_- 3 57, 069. 56 
Canal Zone 6,271.08 New York E 537, 081. 88 
Colorado 274, 327.95 North Carolina_- ae 61, T28. 7 
( 


‘onnecticut__. ; 89, 285.95 North Dakota_ ‘ 69, 823. 70 
Florida__ ; 162,422. @). Ohio.......-...... j . 190,130.02 
Georgia 186, 626.17 Oklahoma_-___-_-_. 35, 928. 36 
Guam : 1,606.30 Oregon... --- ; 192, 102. 00 
Hawaii ; 6,531.18 Pennsylvania a 513, 943. 07 
Idaho ; 136, 872.93 Philippine Islands 4, 158. 38 
Illinois ‘ Tes 271, 618.92 Puerto Rico_______- i 4, 169, 21 
Indiana_- ; 256, 960.18 Rhode Island__- ss 37, 340. 28 
Iowa : 185, 918. 67 South Carolina___—- 46, 666, 22 
Kansas. , 160.49 South Dakota___- 34, 971. 6 
Kentucky 3,991.15 Tennessee ‘ a 81, 687. 37 
Louisiana_ 3,408.72 Texas. 159, 179. 2% 
Maine 26, 016.69 Utah_.____- , 40, 957. 
Maryland, Delaware, and Vermont__- Ma 31, 347. 

District of Columbia__— 2, 294. § Virginia__ ; od 78, 248. 
Massachusetts 255, 479.32 Washington 162, 251. 6 
Michigan J 111, 842. West Virginia_.___- 98, 720, ¢ 
Minnesota___ 46, 423. ¢ Wisconsin . ons 93, 947. 
Mississippi . 8, 769.95 Wyoming ; 34, 944. 
Missouri 3, 094. 48 - —— 
Montana 5, 424, 25 Total__- ate 373 5. 


Exuisit E.—Patridtic activities promoted by the Elks magazine through editorial 
appeals and financial contributions 


Elks national defense commission 

At request of War Department institution of program of securing and quali- 
fying young men for aviation cadet training course. 

Establishment by over 400 lodges of refresher schools where thousands of 
young men were so qualified. 
Niks war commission 

Upon request of Secretary of War and Secretary of the Navy assuming full re 
sponsibility for the enlistment of Army construction engineers and naval seabees. 
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Assisting Naval Air Corp and Army Air Corp mechanics personnel recruiting. 

Recruiting, at request of General Hines, 1,300 nurses for the Veterans’ Admin- 
istration, 

Rehabilitation of returning veterans. 


Elks national veterans service commission 


Hospital entertainment and supplies and equipment service in every Veterans’ 
Administration or army hospital where veterans are patients. 

Fraternal centers 

Cooperation during the war with local lodges in the establishment of 155 fra- 
ternal centers where young men and women in the services could be provided with 
recreation, entertainment, and a “home away from home.” 

A similar program now under way for the establishment of such fraternal 
centers hear Camps where servicemen are now being mobilized. 

In its war work the Order of Elks nationally spent more than $1,600,000. 
While detailed figures are not available, it is estimated that subordinate lodges 
of the order spent at least $1,000,000 more in this work. 

In the veterans’ service work, including entertainment and care of veterans in 
hospitals, the order nationally is spending about $300,000 a year, and subordinate 
lodges of the order in the neighborhood of these hospitals are spending a con- 
siderable amount of money in addition to the national expenditures. 

In 1945 the order prepared a report to the Nation, showing its war work and 
commendations received therefor up to that date. In the summer of 1945 
this report to the Nation was presented to President Truman at the White House 
and received and acknowledged by the President at that time with suitable 
remarks. 

There are not enough available copies of this report to the Nation to file for 
the use of each member of the committee, but a copy of same is filed with the 
clerk of the committee as exhibit H, to be included as part a of this presentation. 

A copy of this report to the Nation was also presented to the Secretaries of 
War and Navy, and to each Senator and Congressman who was an Elk. 

Elks national service commission 

Since the close of World War II the major activities of this committee has been 
work in behalf of veterans, which recently has been carried on in 146 veterans’ 
hospitals. 

The committee has also recently established fraternal centers for the comfort 
and entertainment of men in the service near camps located in Santa Maria, 
Calif., Trenton, N. J., Louisville, Ky., Columbus, Ga., Wilmington, N. C., Tucson, 
Ariz., and Waukegan, III. 

Recently the committee has appealed to all of the 1,583 lodges of the order to 
adopt immediately a civil defense program in which the buildings of these lodges 
will be offered to local civil defense organization to use as decontamination, 
communications, and first-aid centers in case of attack and enrolling all able- 
bodied Elks as civil defense workers. 

All of these activities are strongly supported by the Elks magazine. 


The Cuatrman. Mr. Carl Seifert. 


STATEMENT OF CARL E. SEIFERT, EXECUTIVE SECRETARY, PENN- 
SYLVANIA ASSOCIATION OF COLLEGES AND UNIVERSITIES 


Mr. Serrert. Mr. Chairman and gentlemen of the committee, my 
name is Carl E. Seifert, and I am executive secretary of the Pennsy]- 
vania Association of Colleges and Universities, and I am representing 


also the American Council on Education this morning. 

The American Council on Education is an organization whose mem- 
bership includes 81 constituent national and regional educational as- 
sociations with interests in education at all levels; 61 associate mem- 
ber organizations; and 978 institutional members comprising 841 
universities, colleges, teachers colleges and junior colleges, as well as 
137 State departments of education, city school systems, and special 
educational institutions. 
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Senator Cartson. Does this organization exist in every State? 

Mr. Serrert. In every State of the Union. In my own State, I 
represent 109 different colleges. It has an enrollment of 148,000 stu- 
dents, which comprises 614 percent of the total enrollment in the 
country. 

Although the committee has divided its hearings on the basis of 
classes of mail, I ask your indulgence to permit me to present at this 
time the three points of emphasis that are important to colleges and 
universities. 

First I should like to emphasize the public-service concept of the 
delivery of mail. From the inception of this service, it has been sub- 
sidized, and rightly in my judgment, by the Federal Government. 
Such subsidy has not been equal for various classes of mail or services 

rendered by the post office, but the importance of letters and printed 
material in the life of our Nation has more than justified Federal sub- 
sidy for rendering such service to all our people. I, for one, am very 
happy to say I am very satisfied with the efficiency of the Post Office 
Department. Just to give you an illustration, the aie night I mailed 
out some mail at 12 o'clock, and yesterday morning I talked with one 
of the college presidents 200 miles away and he said he had already 
received my communication. So, I am very happy with the type of 
service I am getting from the post office. I am not. here to criticize 
the post office or any part of it. 

It may be pointed out that the great majority of services rendered 
by the Federal Government are provided with no direct cost to those 
who benefit from them. This is true of public-health services, Federal 
Bureau of Investigation, conservation of natural resources, and even 
stocking our lakes and streams for fishermen. It is not contemplated 
that the Federal Government shall charge for each fish caught. 

[ have used this illustration to point out that there is every justifica- 
tion to continue some very considerable Federal subsidy to the con- 
sumer of the vast amount of reading material distributed through 
the mails. I do not propose to indicate what rates, if any, should be 
changed, but it may well be that the committee in its efforts to lessen 
the inequalities of subsidy among the various classes of mail, should 
seek to lower the postal rate on those that now require least subsidy 
rather than increase the rate on those that require the greater amount 
of subsidy. 

The second point of emphasis is to suggest that the legislation be 
changed to put the determination of all postal rates in the hands of the 
Congress. The same postal system handles all classes of mail. ‘There 
appears no justification in separating out the fourth class for deter- 
mination by one Government agency—the Interstate Commerce Com- 
mission—and having the Congress responsible for determining all 
other rates. 

A third point is that there is relatively little difference betwee: 
magazines that go second class and books that are sent as one of the 
categories of fourth-class mail, with the single exception of advertis 
ing. Both serve the same purpose and now frequently differ very 
little even in format. Some additional rate may well be continued as 
now for advertising matter, but the proposed disparity of rates 
through which the proposed book rate will be almost sufficient to pay 
the cost of handling and magazines are subsidized, appears to have 
little if any justification. 
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The American Council on Education is deeply interested in the 
proposed change in the handling of books. Again, I should like to 
use the council as illustrative. We published and mailed a total of 
128,500 books and pamphlets during our fiscal year ending June 30, 
1948. Our postage bill was approximately $9,000. Under the 
increased rates that went into effect on January 1, 1949, our postage 
bill for books and pamphlets will be $15,500 or an increase of 72 per- 
cent over the old rate. If the proposed rate is puf into effect, our bill 
will be close to $18,000. This is a still further increase of 16 percent, 
or exactly double the old rate. 

The council’s problem may seem unimportant because it involves 
only a few thousand dollars. But the American Textbook Publishers 
Institute, and other member organizations do business running into 
millions of dollars. Many universities operate nonprofit publishing 
companies. A further increase of 16 percent will involve a very 
significant amount which I shall not attempt to estimate. It will 
result i in a curtailment in the services available through the organiza- 
tions or an increase in the cost of the publication to sthe consumer— 
in the majority of cases these are children and young people and 
teachers in our schools and colleges. 

The point that is of even more direct concern to schools and colleges 
is the proposed change in second-class rates and the elimination of the 
spec tal ‘ates available to. re ligious, educational, and charitable 
institutions. 

Typical publications of colleges and universities include: catalogs, 
alumni bulletins, reports of research or special activities, and incidental 
publications. 

There are approximately 1,800 colleges and universities in the United 
States. In most of these institutions the largest mailing in terms of 
pounds is the bulletin describing the admission requirements, services 
offered, and courses given by the institution. This bulletin is essential 
as it is through this publication that prospective students select thei 
courses and often the college they wish to attend. In many institu- 
tions separate summer-school bulletins are also mailed out and in 
some each school of the university has a separate bulletin. A conserva- 
tive estimate of the number of individual publications by all colleges 
and univesities is approximately 3,500. 

To determine the additional cost to the institutions of higher educa- 
tion if the proposed changes are made in second-class rates on this 
bulletin, which in common parlance is a college catalog, direct inquiry 
was made of a number of institutions. The number of bulletins 
mailed by these institutions varied from 5,000 for a college of 500 
students to 20,000 for an institution with an enrollment of 10,000. A 
conservative estimate for each institution is approximately 10,000 
copies of the bulletin. They weigh from 14 to 4 pounds, but will 
average 2 pounds. This means approximate ‘ly 70,000,000 pounds of 
matter sent annually through the mails. The postage cost at the 
present rate of 114 cents per pound regardless of zone is $1,050,000. 
The bulletins go to all zones, but since the larger mailings are to 
persons within the nearer zones it is reasonable to use the third zone 
as the average. On this basis, the proposed rate will make the annual 
postage bill for college bulletins $2,800,000. This would be an increase 
of $1,750,000 annually that colleges and universities would have to pay 
to distribute only their basic bulletin. 
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In addition to the catalog, colleges and universities issue alumni 
bulletins and other publications that, in bulk poundage, probably 
exceed that of the catalog, since they are published from 3 to 12 or 
more time per year. Assuming these mailings only equal that of the 
catalogs, the total budget for second-class mail would need to be 
increased more than $3,500,000 by the colleges and universities. 

As an illustration of the effect of the proposed change upon national 
educational organizations, the American Council may again by used 
as typical. The council publishes the Educational Record, a quarterly 
magazine which is dist buted second class to 4,500 persons. It aver- 
ages one-half pound, making a total mailing of 9,000 pounds. They 
are mailed very widely throughout the United States, so that the 
fourth zone may be taken as the average. On the basis of the present 
rate, our annual postage bill is $185; under the proposed rate it would 
be $450, or an increase of 400 percent. 

In addition to the Record, the Council publishes the bulletin, 
Higher Education and National Affairs. This bulletin tells of devel- 
opments in Washington that affect institutions of higher education. 
Approximately 9,000 copies are mailed to all colleges and universities 
and an average of 15 issues are published annually. A series of 
studies are also issued as bulletins, the mailing varying from 4,000 
to 10,000 each. The cost of all of the second-class mailings under 
the proposed change will increase our postal bill by more than $1,200 
a year. 

This may seem to small a figure to be of concern to this committee 
but when it is multiplied by the 142 national organizations that are 
members of the Council each of which has its own mailings at least 
equal to that of the Council itself, it becomes a total of $150,000 a 
year to the nonprofit educational organizations that are Council 
members. If to this amount is added also the very large number of 
regional and State organizations in education, the amount of in- 
crease would be at least $500,000. 

I cannot speak for the other nonprofit groups now given special 
consideration but the total annual postage bill for education alone 
would be increased in the neighborhood of $4,000,000. 

We recognize that postal rates to educational institutions have 
been low and, even under the rates established January 1, 1949, are 
still below the cost of rendering such postal service. But it has 
always been the policy of the Federal Government to subsidize non- 
profit religious, charitable, and educational institutions that are 
rendering a public service. They are exempt from Federal corpora- 
tion taxes; in a number of their activities they are directly sub- 
sidized by the Federal Government. Their financial need now is 
greater than ever before due to expanded enrollments in the ele- 
mentary and secondary schools and the decreased income to colleges 
and universities. 

In the light of these data and the points of view presented we 
earnestly request your comimttee: (1) to reappraise the basic prin- 
ciple of Federal subsidy for public services of which the post office 
is one rendering an immeasurable service to the American people; 
(2) to hold the present rates for second-class mail and retain the spe- 
cial consideration now given to nonprofit educational institutions: 
and (3) to keep fourth-class mail on books at the rate established on 
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January 1, 1949, if it does not seem wise to reduce it to the old 
rate. 

The CrarrmMan. Did you see the bill that was passed out of this 
committee 2 ar ago ¢ 

Mr. SEIFERT. I did not see the bill. That was in the old bill, as 
far as I recall. 

The CuatrMan. That covers you along with all the others, like the 
Elks Club and the fraternity clubs. 

Mr. Serrerr. Yes. 

The Cuaitrman. I notice you state here on page 2, “The second point 
ot emphi sis is to suggest that the: legislation be ch: inged to put the 
determination of all postal rates in the hands of the Congress.’ 

Are you re ‘ferring to the ICC in that paragraph ¢ 

Mr. Srirert. The Interstate Commerce Commission. 

The Crrarmman. They have had that right since 1925, I believe. 

Isn't that right, Mr. Wentzel? 

Mr. Wenvzev. Ever since 1915. 

The CuHairMan. For your infomation, a lot of people felt we did 
it last year, but what really happened last year was when the ap- 
propriations bill was before the Appropri: itions Committee they in- 
serted a proviso onto the ap propriati on for the post office that the 
Postmaster General should file with the ICC for increased rates. 
I believe that is what you have reference to. 

Mr. Serrerr. Yes. 

The CuatrmMan. This committee did not pass on that, it did not 
come before us. It was brought up in the form of an appropriations 
bill, as a rider on the appropriation bill. TI just wanted to correct that 
impression. This committee did not have it before it. 

Mr. Seirerr. That is correct. We would like to see it in your hands. 
I am no authority on this, but as I understand it. does not the Inter- 
state Commerce Commission have the right to set the rates on books, 
and so forth? 

Mr. Latiwer. Only on fourth class. 

Mr. Serrert. We would like for you to have the whole say on fourth 
class as well as other classes. 

Mr. Larimer. Mr. Chairman, may I again clear that up just a bit? 
Un question: ably, there is a collateral authority and responsibility there 
The Congress has not given up its authority to fix the rates. The 
Postmaster General has made that very clear in his recommendations 
in the past, and that is why, in both of these bills, we had fourth class. 
But, as Senator Johnston said, there was a mandate of Congress to 
the Postmaster General, and he had no choice but to file the petition 
with the ICC. Having filed that petition, naturally he did not include 
in S. 1046, the current bill, any section on fourth class. Your last 
point there would not be pertinent to this hearing, because we do not 
have books or fourth class before us at this time. 

Mr. Serrerr. I understood that. 

Mr. Latimer. We have no jurisdiction over the hearing in the ICC 

The Cuarrman. In case the ICC did not do anything, I think this 
committee would want to take jurisdiction, maybe amend this bill and 
include something in there for the fourth class. 

‘.Mr. Serrerr. That is the reason I brought it up: 

In the early part of this statement I made the statement to the effect 
that you were not considering it, but I would like to bring it up as a 
point for consideration, 
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The Cuarmman. I thought for a long while that I might put some- 
thing in for fourth class and have it before the committee so we could 
be thinking about it in case the ICC did not act. 

Mr. Serrerr. They are already contemplating changing the rates 
on books. A 25-percent increase, I think they are thinking of. That 
would make the service on books pay actually more than what it 
costs the Government. That was one of the things that we felt there 
was an inequality there, and that you people might want to look into it. 

The Cuatrman. That is the reason I becaatt this up at this time. 


Senator Carson. Did you appear before the Interstate Commerce 
Commission to testify? 

Mr. Serrert. I haven’t yet. 

The Cuarrman. Thank you for coming, Mr. Seifert. 

We will continue the further hearings to Tuesday at 10 o’clock. 

(Whereupon, at 12:01 p. m., the hearings were recessed to recon- 
vene Tuesday, April 10, 1951, at 10 a. m.) 
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TUESDAY, APRIL 10, 1951 


Untrep States SENATE, 
Committee ON Post Orrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 

5, Senate Office Building, Senator Olin D. Johnston (chairman) pre- 
siding. 

Present : Senators Johnston, Pastore, Underwood, Langer, Carlson, 
Welker, Butler, and Duff. 

Also present: J. Austin Latimer, Chief Clerk and Counsel; and 
Nelson B. Wentzel, Deputy Assistant Postmaster General. 

The Cuarrman. The committee will please come to order. Our first 
witness this morning is Mr. Donald Snyder. You may proceed, Mr. 
Snyder. 


STATEMENT OF DONALD SNYDER, PUBLISHER, THE ATLANTIC 
MONTHLY, BOSTON, MASS., ACCOMPANIED BY BORDEN R. PUT- 
NAM, PARTNER, J. K. LASSER & CO., NEW YORK, N. Y.; WILLIAM 
J. ROOKE, PRESIDENT, W. R. C. SMITH PUBLISHING CO., AT- 
LANTA, GA.; ALBERT KALMBACH, PRESIDENT, KALMBACH 
PUBLISHING CO., MILWAUKEE, WIS.; DAVID FREDERICK, PUB- 
LISHER, HARPERS MAGAZINE; AND ROBERT A. SALTZSTEIN, 
ATTORNEY FOR THE EMERGENCY COMMITTEE OF SMALL AND 
MEDIUM-SIZE MAGAZINE PUBLISHERS 


Mr. Snyper. Mr. Chairman and members of the committee, my 
name is Donald Snyder. I live in Boston, and since 1932 I have 
been publisher and treasurer of the Atlantic Monthly magazine, which 
has appeared every month since its founding in 1857, some 93 years 
ago. I appear today, along with my fellow witnesses at the table, 
for the Emergency © ommittee of Small and Medium-Size M: agazine 
Publishers, of which I am New England chairman. My associates 
this morning are Mr. Borden Putnam, partner of J. K. Lasser & Co., 
in New York, foremost American publication accountants and econo- 
mists; Mr. W. J. Rooke, of Atlanta, southern chairman for the Emer- 
gency Committee, and "publisher of Textile Industries; Mr. Albert 
Kalmbach, Milwaukee, publisher of Trains Magazine and a member 
of our policy committee. 

We also have with us at the table Mr. David Frederick, business 
manager of Harpers Magazine, and Robert A. Saltzstein, attorney for 
the Emergenc y Committee of the Small and Medium-Size M: agazine 
Publishers. 
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I want to say at the outset the members of the committee have been 
following the hearings, both by reading the transcript and by the 
members who have been here, and I wonder if we could ask permission 
of the chairman and the committee to complete our testimony before 
responding to too many questions. 

We have followed the hearings closely, and would like to express 
for my fellow witnesses and myself our high regard for the courteous, 
reasoned, and eminently fair type of inquiry your committee is con- 
ducting. 

Our testimony will be in the nature of a roundtable presentation, 
and I wonder if we could ask permission of the chairman and of the 
committee to complete our testimony before responding to questions, 
since it very well may be that some of the questions you may have 
v ill be answered as our presentation proceeds. Also, at the outset, 

t should like to state that we are not here to oppose reasonable in- 
creases in postal rates. We are here to discuss our problem with you, 
and to make such suggestions as we can to cooperate in solving the 
post-office problems. 

Gentlemen of the committee, when the magazine industry is men- 
tioned, even before this committee, the very large publications come 
most readily to mind; we think usually of the Lifes, the Colliers, the 
Saturday Evening Post. 

But gentlemen, magazines having over 1,000,000 capes in mail cireu- 
lation are but a fraction of the total number of magazines published 
and mailed in the United States. Standard Rate and Data, reliable 
publishers’ guide, reports approximately 1,800 general, farm, busi- 
ness, and profession: al magazines with paid circulations comprising 
the bulk of their total distribution, and presumably second class. Of 
these, less than 30 have mail circulations in excess of 1.000.000, 
and for those whose mail circulations are over 250,000, only 88 are 
reported. Additional publishing statistics amply support the con- 
clusion that the great majority of magazines published and mailed in 
America fall under 250,000 in cireulation. And for the purpose of 
objective consideration of this problem, we have taken the figure 250,- 
100 and defined magazines below that as being in the category of 

mall- and medium-size magazines.” Now publications in this group 
have many common characteristics and attributes. 

First, their cirulation is by necessity primarily mail, because they 
do not have wide newsstand appeal. It is probable that the ve ry large 
publications could and would resort to alternative methods of distri- 
bation in place of the mails, in the event of a 100-percent postal rate 
increase. But no alternative circulation method is available to publi- 
cations in our category in place of the United States mails. We will 
feel the blow first, and we will feel the impact hardest. 

Second, these ee since they carry advertising, are subject 
to zone rates. We believe that a very large number of them are there 
fore paying a per-copy mailing charge which is above the general 
average cost for handling second-class mail. The fact. is, ‘gentle- 
ment, that because these magazines do carry advertising they con- 
tribute more revenue per copy to the post office than magazines which 
do not. 

Third, each of these magazines appeals either to special areas of 
American thought, or to a particular industry or profession ; they 
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are published for profit and for service. In most cases these are small 
enterprises, low in profit and high in service. 

Fourth, magazines of the size we are discussing are generally more 
vulnerable and less able to adapt themselves to sharp cost increases. 
They share in increased advertising volume not first, but last. It is 
more difficult for them competitively to advance advertising rates 
to meet higher costs. They do not have the bargaining power with 
suppliers that larger publishers do, or the financial capacity to own 
their own supply sources. 

Increased costs resulting from drastic postal-rate increases like- 
wise strike them with harder impact, and the paradox is that such 
increases fall hardest on the very magazines which necessarily must 
rely exclusively on the mails for serving the American people. We 
use the phrase “serving” the American people advisedly, since it 
should be remembered that each of these magazines has earned second- 
class status by conforming to post office requirements. This is ac- 
complished by restricting the mail circulation of each second-class 
magazine in this category to a paid subscription list. It should be 
realized that encouraging more people to purchase more information 
is a direct service to America. If the price the subscriber pays is 
increased and circulation falls off, or if the service the magazine per- 
forms is impaired, inevitably the flow of information decreases. To 
illustrate the type of magazines of which we speak, here are the for- 
mats of some of them. 

Now just a word about the Emergency Committee of Small- and 
Medium-Size Magazine Publishers. We have previously testified 
as & committee before you. Some 75 publishers support this com- 
mittee financially. Two hundred and seven small- and medium-size 
magazine publications have this year supplied up-to-date confiden- 
tial profit-and-loss figures at the request = our committee. These 
figures have been analyzed by the firm of J. K. Lasser & Co., gen- 
erally acknowledged to be the country’s leading experts on mi ree 
accounting and economics. Mr. Borden Putnam, partner in J. K. 
Lasser & Co., will now present an analyses of the financial condi- 
tion of magazines in our category, and will also show how these small- 
and medium-size periodicals will be affected by a 100-percent rate 
Increase, 

Mr. Putnam. My name is Borden R. Putnam. I am a partner in 
the aceounting firm of J. K. Lasser & Co., 1440 Broadway, New York 
City. 

J. K. Lasser & Co. specializes in the cost and accounting problems 
of a very large number of magazines. In addition to such work we 
make many surveys and studies of all phases of the operations and 
economics of magazine publishing. Our firm has been active in this 
field for over 25 vears. 

We appear here at the request of the Emergency Committee of 
Small- and Medium-Size Magazine Publishers. The emergency com- 
mittee has secured operating figures for the year 1950, from 207 maga- 
zines. ‘These are small- and medium-size magazines, none having a 
circulation of over 200,000, the majority with circulations of under 
25,000 and a great many under 10,000. All of these magazines rely 
on second-class mail for distribution to readers, and because of their 
size, no other practical means of distribution is available to the 
publishers. 
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Very few of these magazines are sold on newsstands. A good many 
are distributed in restricted fields of business or trade, and to restricted 
audiences having some special interest. Because circulation of the 
individual magazines is numerically small, advertising page rates are 
low, and unit printing costs are considerably higher than for the 
large-circulation magazines. 

In my judgment, as a specialist in the publishing field, these 207 
magazines are typical of the 2,000 or so other small- and medium-size 
magazines published in the United States. We submit as an appendix 
to this testimony, a list of the magazines we have analyzed. 

The smaller magazines were not as profitable in 1950 as in 1949. 
A good many increased their dollar volume of gross income, but even 
in such eases, the increase was not enough to offset the increase in 
publishing costs. Our figures clearly evidence that this segment of 
the magazine-publishing industry was not generally profitable in 
1949, and was less profitable in 1950. 

This chart shows what happened to a sizable number of magazines. 

The figures used are from 104 small magazines whose data was 
available to us for both 1949 and 1950. 

I would like to show you a chart, which is produced in the testi- 
mony but which I think dramatically shows the results of operation 
of these magazines. 

In 1949 we had 104 magazines for which we had the same data in 
1950; in 1949, 57 of these magazines operated at a profit of $2,840,000, 
and in 1950 the same magazines had a reduced profit of $2,581,000. 
There were 12 of the magazines which operated at a profit of $99,000 
in 1949, and the same magazines in 1950 sustained a loss of $94,000, 
There were 29 magazines which have operated at a loss in both years; 
in 1949 they lost $1,192,000, and in 1950 they lost $831,000. There 
were six magazines that operated at a loss in 1949 and at a profit in 
1950. They converted an aggregate loss of $16,000 into an aggregate 
profit of $31,000. Taking the 104 ms uwazines, as a group they made 
profit of $1,731,000 in 1949, and they made a profit of $1,687,000 in 
1950. 

(The chart referred to is as follow s:) 

The figures for the year 1950, gathered by the emergency committee, 
were turned over to our organization for compilation. This data came 
from 207 small- and medium-size magazines. 

On May 4 of last year we made a similar presentation before the 
Senate Post Office and Civil Service Committee, based on the operating 
statistics of 130 magazines for 1949. Considering the fact that we 
have had much less time to gather this data this year than we had in 
1950, the increase in the number of magazines that reported their 
statistics to us is significant. Obv iously the smaller magazines are 
more conscious of what a sizable increase in second-class postage rates 
would do to their operations. It must be realized that 9 out of 10 of 
these smaller magazines are published by companies which publish 
only 1, 2, or 3 magazines. 

The actual cost of second-class postage to individual magazines is 
in many cases a modest sum in dollars, but a ver y large item of expense 
to the particular magazines. For those already operating at a loss, 
any increase would work a hards ship, and the increased proposed in 
S. 1046 would be a major catastrophe. 
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COMPARATIVE OPERATING STATISTICS 


FOR 104 MAGAZINES 
1949 - 1950 


S7MAGAZINES | 12 MAGAZINES | 29 MAGAZINES | 6 MAGAZINES | ENTIRE GROUP 
“9 «650 me esta we UT lw le ee 


2840,000 | | " 
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The 207 magazines that we analyzed, including of course the 38 
percent that operated at a loss, paid a total of $1,245,000 in second-class 
postage for 1950. 

In our opinion, the immediate future for the smaller magazines is 
not encouraging. Based on past experience and observations it will 
be months before many of the smaller magazines will experience in- 
creased advertising sales, although in the meantime they have, and 
will continue to experience in their costs the results of this inflationary 
era. Over the past 20 years this group has experienced a well-defined 
lag of 12 to 18 months on major upswings in general business, but has 
felt the effect of adverse business conditions almost immediately. 

The data we have prepared, most of which is presented graphically 
on this chart, which is also reproduced in the testimony you have 
before you. 





184 ADJUSTMENT OF POSTAL RATES 


You will note that 38 percent of the 207 magazines we have for 
1950 had a loss; that 50 percent of these magazines earned less than 
$30,000 ; that 9 percent earned more than $30,000 but less than $75,000 ; 
and that only 3 percent earned more than $75,000. The 3 percent 
actually consists of 6 magazines. 

(The chart referred to is as follows :) 


PROFIT OR LOSS FOR 1950 
207 SMALL MAGAZINES EFFECT OF H.R. 2982 


Ist YEAR 20 YEAR 3m YEAR 
SO". INCREASE 7S7ZINCREASE 1007Z1NCREASE 


= THAN $75,000 
9 %, EARNED MORE THANS3Q,000 
° BUT LESS THAN $75,000 


EARNED LESS 
507% ewrenes 


HAD A NET LOSS 


WOULD 6F DEPRIVED OF L655 THAN 10% OF THEM PROFIT 


* 
SEES WOULD GE DEPRIVED OF BETWEEN 1O% O25% OF PRESEN 
sez: = 
mew) WOULD BE DEPRIVED OF BETWEEN 25% & 90% OF PRESENT PROFITS 


WOULD OPERATE AT A 40d 


The effect of S. 1046 also shown on this chart, would result in 
hardship for all small magazines and unquestionably many of those 
now operating at a loss would have to suspend publication. Our 
analysis indicates that: 
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(1) The number of small magazines that operated at a loss in 1950 
would increase from 58 percent of the total analyzed to 44 percent 
when the full effect of the proposed 100 percent increase in second- 
class postal rates is felt. italy, those magazines now operating 
at a loss will suffer greater losses. 

(2) Eighteen percent would be deprived of from 25 to 90 percent 
of their present profits. 

(3) Twenty-two percent would be deprived of from 10 to 25 percent 
of their present profits. 

All the comparisons cited assume that sales and expenses of these 
small magazines would remain at 1950 levels. Any such asumption 
is untenable, and the fact is that advertising sales for smaller maga- 
zines for the first quarter of 1951 are just about even with 1950, which 
was abnormally low. Comparing the same periods, expenses in every 

category are now substantially higher than for the first quarter of 1950. 
Paper cost, for example, has increased at least. 15 percent; printing 
in many cases is already up 5 to 10 percent, and wages are up at least 
10 percent. In my opinion, the real effect of S. 1046 would be more 
detrimental to these magazines than our figures and this chart indicate. 

I would like to make one other point, ‘and that is these 38 percent 
of magazines that operated at a loss re presents a very fair cross sec- 
tion of the industry. We searched through Standard Rate and Data 
to determine the average life of these magazines and we find the 
average life of these magazines making up this group is 33 years. 

Senator Pastore. Mr. Chairman, may I ask a question at this point ? 

The CuarrmMan. Proceed. 

Senator Pasrore. The thing that is bothering me is this: As to the 
list of magazines you have enumerated, where would you classify 
them as educational and religious? Is there’any principle involved ? 
In other words, the point of my question is this: If it is established 
that it costs the Government twice as much to transport these publica- 
tions through the mails, as we are now doing, you feel on the ground 
that it would simply cost you a certain amount of dollars in order to 
earry your fair share of this cost or it must affect your profits, that 
that should be a telling argument here to keep the rates at one-half 
of what the actual cost is. 

Mr. Purnam. I think that matter is going to be covered later by 
some other member of the committee. None of these m: iwazines are 
in the so-called exempt class, they are all subject to the zone rates. 

As to the second part of your question, that is covered in the testi- 
mony of one of the members of the committee which will be a little 
bit later, and I think he can answer it better than I can. 

Senator Werker. I hope the nature of these various publications 
is covered, That is the question that arises in my mind. 

Senator Burier. On the basis of the figures you have given, do 
you audit your individual magazines yourself or do you ti ike the fig- 
ures that they give to you? 

Mr. Purnam. We did not audit these figures, sir. These figures 
were sent in response to a questionnaire. 

Senator Burrter. Was that an audited statement ? 

Mr. Purnam. No, sir, that was not an audited statement. 

Senator Butter. Just their figures? 

Mr. Putnam. That is right. “Tt so happens that a good many of 
these magazines are clients of J. K. Lasser & Co. and in those cases we 
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checked the figures against our figures and they proved to be correct. 
However, a great many of the magazines are not clients, and those 
figures are not audited figures. 

“The Cuamman. I think, for the information of the committee, on 
the back pages you will find a list of publications. 

Senator WeL_ker. What is the Monumental News-Review ? 

Mr. Purnam. That is a publication that is distributed to under- 
takers and morticians, and so on. 

Senator Weixer. I am wondering if most of them are not so-called 
trade magazines. I note some are in regard to bakery, hardware, eggs, 
and poultry. However, I know you are going to clarify that for us 
later and I want to go into it at that time. 1 am sure that Senator 
Pastore and I are going to examine it. 

Mr. Snyper. The tendency is for the trade magazines to show up 
more than perhaps the professional or educational type of magazines, 
but if you go through them, as I have, individually, you will get a 
considerable balance. 

Senator Weixer. I do not want to interrupt this gentleman’s 
testimony. We are going to go through them at the end of the 
testimony. 

Mr. Snyper. We fully realize that these statistics may indeed come 
as a surprise to many, but the fact is that these figures are typical of 
small- and medium-sized magazine publishers. We are not a rich 
industry. 

We also realize that the Post Office has put before you certain facts 
and figures to illustrate its problem. At the conclusion of our testi- 
mony this morning we will present our suggestions for second-class 
posts al rate increases. We will couple with them certain recommenda- 
tions we believe will ultimately put our great postal service in true 
perspective from the standpoints both of finance and public policy. 

Little useful purpose would here be served by further amplifying 
the diverse, widespread, and specialized service to all Americans per- 
formed by the small-and medium-size American periodical press. 
No doubt you have heard of the magnificent contribution to education 
given by Grade Teacher magazine. Others in our category perform 
equally valuable services. For example, in each of their fields, the 
Northwestern Miller, published in Minneapolis since 1873; Industrial 
Medicine and Surgery, published in Chicago; Oil and Gas Journal, of 
Tulsa; School Activities, Scientific American—each of them renders a 
constructive and essential service. They are small enterprises: Grade 
Teacher employs some 60 people; Northwestern Miller, 40. That is 
why the 100 percent rate increase called for by the Postmaster Gen- 
eral must be evaluated against the injury which may well be suffered 
by our cherished concept of freedom of the press. Make no mistake 
about it; if this bill becomes law, the readjustments called for will be 
severe. Many publications, as illustrated by Mr. Putnam’s figures, 
will fail. The additional burden imposed upon publications not yet 
born will make it harder for these periodicals to come into being, and 
I make a point of this because Congress has always and rightly been 
concerned with the economics and growth of new small businesses. 
Because small businesses in this category oftentimes convey powerful 
ideas, it can be seen that postal rates do affect freedom of speech and 
freedom of the press; and never in our history has there been a time 
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when the need for the fullest freedom of expression, and the widest 
dissemination of information was more urgent. For these reasons 
alone, we feel that any increase now provided must be based on the 
most solid of facts. 

Drastic increases like those now called for should not be written 
into law until the fullest justification has been made, and until the 
Post Office Department itself has done everything it can to make their 
need absolute. 

We are not satisfied that all the facts are in, and with some of those 
that are, we respectfully disagree. Until these doubts, and they are 
honest doubts, are resolved, we believe it catastrophic to take any steps 
which have even the remotest chance of damaging a very large number 
of small-publishing enterprises of high social usefulness: 

Now what are our doubts? The $521,000,000 deficit itself. Beaele 
it be that large? And is it really a deficit? Here today is Mr. W.. 
Rooke, southern chairman of the E mergency Committee of Small. 
and Medium-Sized Magazine Publishers. He is president of the 
W. R. C. Smith Publishing Co. of Atlanta, and publishes, among 
others, Textile Industries, Electrical South, and Southern Power and 
Industry. Mr. Rooke. 

Mr. Rooxe. Mr. Chairman and members of the committee, I am 
William J. Rooke. Our publications primarily serve the South, and, 
of course, in speaking today as southern chairman of the emergency 
cominittee, I welcome this opportunity to constructively discuss with 
your committee the postal problem, which we recognize is ours as 
much as yours. We are concerned about this bill. You heard Mr. 
Putnam show what will happen if 100-percent increases are passed, 
Speaking for our company, I can say that with the many increases 
in publishing costs, one of our publications is already losing money 
and the proposed postal-rate increase would wipe out over 60 percent 
of the total profit of a second publication, 

In his testimony before you, the Postmaster General deducted from 
&521,000,000, the asserted deficit, $160,000,000, for air-mail subsidies. 
penalty mail, et cetera, as not being properly chargeable to mail 
users. This leaves an estimated deficit Pot $361,000,000 ; still, whenever 
the postal deficit is referred to, $521,000,000 is t taken as the figure, but 
what we are really talking about, if we acept these figures, is $361,000,- 
QUO, and not $521,000,000. 

Suppose this $861,000,000 item did remain as a charge against all 
the American people for the services rendered by the post office. 
Gentlemen, the various witnesses before you have “repeatedly noted 
that the sum is substantially less than the appropriations annually 
spent by other Government departments, likewise serving the whole 
population, and yet these appropriations are not referred to us deficit. 

I will not labor this point because the parallel of the post office with, 
say the Department of the Interior, is not exact or complete. Our 
contention, however, is that this service to the whole American people, 
even though it is not now unduly expensive, could total less than 
$361,000,000. 

For example, the Postmaster General recently announced plans 
for shifting from rail to truck transportation for shorter hauls. The 
full effect of the undoubtedly large economies to be realized from 
this and further changes to truck service, are not yet shown. Yet, 





188 ADJUSTMENT OF POSTAL RATES 


the proposal here is to legislate drastic rate increases to meet a defi: 
which will undoubtedly be reduced by these and other economies. 

Personally I agree with the recent recommendation of Mr. Doherty, 
that if you have to increase the postal rates then the increase ought to 
go all the way across the board, and you ought to increase your first 
class from 3 cents to 4 cents. 

No doubt you are aware that the report of the House Appropria- 
tions Committee, just issued, makes some important observations con- 
cerning the postal service. We consider these comments pertinent, 
and believing they bear repeating now, I quote: 

The committee still believes in spite of the testimony on mechanization pre- 
sented at this year’s hearings, that the Post Office Department is still dragging 
its feet when it comes to the installation of modern mechanical equipment in its 
large city post offices throughout the country. 

The committee’s interest in improving and expediting the handling of mail 
in large post offices is well known to the Department, but it is taking too 
little heed of what the committee has said on this subject in previous reports. 
Again the committee wishes to restate, most emphatically this time, that the 
Post Office Department must take immediate steps to survey its needs for 
mechanical equipment and proceed without further delay with a plan which 
would embrace the complete installation of suitable mechanical equipment in 
those post oflices which have a sufficient volume of mail to justify it. 

We think the Appropriations Committee’s comments on page 16 of 
its report are also important, and I quote: 


The committee regrets very much the extreme reluctance of the Post Office 
officials to encourage postal employees to participate in the suggestion system 
which is being used to advantage by all Government departments and large 


industrial and commercial firms. 

During the fiscal year 1950, the Post Office Department received only 2,017 
suggestions from over 497,000 employees and adopted only 71 of them, paying 
out only $610 in awards, the lowest by far among 10 major departments and 
agencies. While the employee suggestions in these other agencies ranged from 20 
to 112 suggestions for each thousand employees, the number in the Post Office 
Department was only 4 for each thousand employees. The amount paid out in 
awards to employees ranged from $3,165 to $266,926 during 1950 in these other 
agencies and none of them has as many employees as the Post Office Depart 
ment. The committee hopes that the postal officials will take cognizance of this 
deplorable situation and inject some leadership and enthusiasm into the De 
partment’s lagging employee suggestion system. 

In other words, gentlemen, before the periodical press of America 
should be asked to shoulder a 100-percent increase which will so se- 
riously injure its small- and medium-size enterprises, the Post Office 
Department itself should have taken every step to reduce costs and 
improve its methods. We do not contend that adoption of the Ap- 
propriations Committee recommendations will alone solve the postal 
problem, nor do we suggest this in lieu of rate increases. However, 
we do feel you will agree with us that the post office has a coequal 
responsibility with us, the users of the mails, to operate its own 
establishment at the most effective levels. 

And, gentlemen, you can legislate 100 percent in increases, but in 
our judgment this does not mean that you will legislate 100 percent in 
revenues. We say this because the very large magazines will inevi- 
tably turn to alternate methods of distribution, while many of the 
magazines in our small- and medium-sized magazine ‘ategory either 
will have to suspend publication or suffer reduced circulations. That 
is why we believe that the severe damage which a legislated 100 per- 
cent can cause, coupled with the consider ‘ably less total return in any 
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events, makes it undesirable and impractical to legislate so drastic an 
increase. And even assuming that the estimate of $40 million was 
realized, the amount raised will not go far toward eliminating the 
total postal deficit. 

In 1945 there was no deficit ; the Post Office Department operated in 
the black. Since that time wages and transportation are said to 
have increased $975 million. The benefits received from deficitless 
postal service in 1945 by all Americans, are still enjoyed by the same 
Americans, and if this is true, then the additional burden, if we are 
to call it that, of making up a $361 million deficit should be borne by all 
Americans. 

No doubt, some of these considerations last year prompted Senator 
Leahy, of Rhode Island, after he had regularly attended all postal 
hearings, to introduce Senate Joint Resolution 197 at the conclusion 
of those hearings in July. 

We ask that a copy of this bill now be introduced for the record 
as part of our testimony, because we believe that a study like that 
called for in the Leahy resolution will be beneficial. That study, 
under the joint direction of the House and Senate Post Office and 
Civil Service Committees, could determine the true place of the postal 
service in American life. To the extent that the post office is a 
business, let’s all get ready to share the load. To the extent that 
the post office is a service, like every other department, then let’s 
recognize it as that and budget accordingly. Pending these deter- 
minations, rate increases, probably for all Americans, should be pro- 
vided in a manner least injurious to American institutions. 

Senator Wreixer. May I ask him a little question or two, Mr. 
Chairman ¢ 

The CuatrmMan. Proceed. 

Senator Weiker. May I have your name again? 

Mr. Rooxe. William J. Rooke. 

Senator Wetxer. Mr. Rooke, for the benefit of those of us who are 
new on this committee, I want to ask you a few questions. I will 
ask you if it is not a fact that most of these magazines that we are 
looking at in your display, and most of those testified about, are 
especially dedicated to one trade or one enterprise / 

Mr. Rooke. Of the list we have here, I would say a good propor- 
tion. Now we have others like Harper’s that are not especially 
designed to reach a certain trade. : 

Senator Wreiker. I see some of them there, but 9 out of 10 of them, 
according to the list here, are dedicated to ayparticular enterprise, 
such as Diesel power, corsets, underwear. I see one magazine there 
called the Ford Field. Is that the Ford dealer magazine / 

Mr. Rooxe. Our six are business papers. 

Senator WeLker. I want to go into it at length here. How about 
the Ford Field? Is that sent out by the Ford Motor Co. ? 

Mr. Rooke. That is an automotive publication that is sent out by 
private interests to the Ford dealers of the country. : 

Senator Weiker. Now you are expecting the American people to 
pay for these specially issued magazines, such as you have related 
here. I even notice here in this list that you have Michigan Roads 
and Construction, and you are expecting the American taxpayer to 
pay for sending these out at a loss, under the guise, I take it, of educa- 
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tion, of a magazine called Michigan Roads and Construction. Is that 
your testimony, sir? 

Mr. Rooke. I will say this, Senator: It had been the principle upon 
which much of the publishing business has been built, that it has 
enjoyed a low second-class rate, on the theory that you do distribute 
information of a cultural and educational nature, or of a business and 
commercial nature to a wide group of people in the United States 
and thereby raising the standard of education and raising the standard 
of living of a large proportion of the population. I think that that 
is one of the basic reasons why we have the high standard of educa- 
tion and high standard of living that we have at the present time. 

Senator Werxer. I admit that, Mr. Rooke, but there certainly must 
be a line drawn some place, and we are confronted with the proposition 
that we must draw that line. I can’t go very far on the idea that 
we should accumulate and build up this deficit by sending out such 
publications as the Oklahoma Food Journal or the Oil and Gas 
Journal. I have lived 44 years, and am not perhaps very well edu- 
cated, but neither of those have helped me very much. I never heard 
of them until this morning. The one called Corsets and Underwear, I 
can’t see that that issoeducational. It seems to me the corset industry, 
the oil and gas industry, Ford, and otherwise, are attempting to send 
out their advertising matter at the expense of the Post Office Depart- 
ment. Now may be I am all wrong, and if I am, I want you to 
correct me, 

Mr. Rooxr. I will say this, Senator: Most publishers, including 
ourselves, have lived up to the spirit of this postal theory in principle. 
For instance, in our hardware paper we try to reach all of _ hardware 
dealers of the South. We sell them to them at $1 a year. The large 
ones you never have any trouble with, you can sien them almost 
anything, but the smaller they are the more important they are. It 
actually costs us $5 a year to print and mail them to them, and yet we 
have sent them to them at $1. 

Senator Wetxer. Who pays that? 

Mr. Rooke. The advertiser. 

Senator Weixer. The advertiser ? 

Mr. Rooke. Yes. 

Senator Weiker. I note one over there called Laundrymatic, adver- 
tising the world’s new electric washing machine: 

Mr. Rooke. Yes. 

Senator Weriker. That is one enterprise that is interested in that 
particular type of washing machine, and I take it your testimony is 
we should absorb this loss in the Postal Department by permitting 
this huge volume of mail to go out every month. I cannot follow you. 

Mr. Rooker. My thought is this, Senator: The postal service part 
of it is the service to the individual. 

Senator Weiter. Are not we getting very close to what we call 
out West socialism? We might as well open the gates for everything 
then. If we are going to subsidize this thing, cannot that argument 
be used against most everything? 

Mr. Snyper. Does not this raise the question of how much is being 
paid and how much is a fair share? Mr. Kalmbach is going to speak 
to that particular point. 
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Senator Weixer. What premises your argument that these are 
educational and informative and should be oranted the general ex- 
emptions under the policies that we have : adopted i in years past? 

Mr. Snyper. We have addressed overselves to that side of the thing, 
because it is certainly pertinent. I think the committee is not request- 
ing any exemptions whatsoever. 

Senator Wetxer. You do not want the increase in rates, I take it? 

Mr. Snyper. We do not oppose what we consider a reasonable 
increase, but not a 100-percent increase. 

Senator Durr. Your contention is that that amount of increase is 
disproportionate considering the over-all postal service; it that it? 

Mr. Snyper. That is the committee’s contention, Senator. We 
are opposed to the proposed increase of 100 percent. 

Senator We.xer. In other words, your branch of the industry would 
be hurt more than most any other branch. 

Mr. Snyper. It would be hurt; yes. 

Senator Durr. In other words, taking the mail classifications and 
considering the charge that has been made that the Department itself 
has not been operated economically, you feel that the endeavor to 
cover up one thing and push it of on another is not fair, and that 
thereby your industry would bear a greater amount of this increase 
that is just under all esate aly 

Mr. Snyper. I think if we could wait until we hear Mr. Kalmbach’s 
testimony he will cover that point. 

Senator Pastore. I should like to make this observation: I think it 
is going to be very important for this committee to adopt a policy that 
determines whether or not we are going to consider this as a business 
orasaservice. I think that is fundamental. 

Senator Durr. I think that goes to the heart of the whole business. 

Senator Pastore. If we re: ach the conclusion here that this postal 
service is a service to all the people of the United States of America 
and that the burden is going to be shared by the nonuser as well as the 
user, only because in the long run it will promote education and a 
higher standard of living, that is one thing. As to the reduction in 
costs, the chances are there are many improvements that can be made 
in the postal service, but the thing that concerns me more than any- 
thing else, you may do a lot of things to whittle down your deficit of 
$361,000, 000, but this very same committee, and I am on that com- 
mittee, is now discussing the increase in salaries of postal clerks to 
meet this higher cost of Clog, and that is a real question. 

Mr. Rooxe. That is right. 

Senator Pastore. That is going to add to this deficit $300,000,000. 
Now you can whittle down the $361,000,000 all you want, but the fact 
still remains we will end up with a tremendous deficit even though we 
attain a 100 percent efficiency in the postal service. 

I made the observation the last time that the bill we report out 
will have to be all-inclusive, because I consider the present bill that 
we are discussing now as a very innocuous bill, because it does not meet 
the pa problem. Whether we will go to first class, second class, 
third class, or fourth class, I don’t know, but we have got to raise a 
lot more money than 8. 1046 provides for. 

Mr. Rooxr. One thing that the committee is going to have to decide 
. how much of the post office operation is service and how much is 
yusiness. 
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Senator Pasrore. I am beginning to believe at this point that it is 
not a business. 

The Crarrman. Let me say this for this group that is before us 
today. This group is one group that came before us last year, and it 
is one of the few groups that came before us and said, “We think 
the rates ought to be increased some. ” We have to commend 
them for that. They did that a year ago, stating that the rates ought 
to be increased some. Now you come back and, as I understand it, 
the only thing you are saying is that you think the increase in this 
particular bill is out of proportion with the increase in other fields of 
the service. 

Mr. Rooke. That is right. 

The Craiman. I think that is the position that you are trying to 
develop before us at this time, but you do acknowledge that there ought 
to be some increase ¢ 

Mr. Rooxr. That is right. 

The CuHarrman. At least you are willing to have some increase in 
your field. 

Mr. Rooke. That is right. 

Senator Pasrorr. I think this group takes the position, too, that first 
class should be increased proportionately. 

Mr. Rooxr. That was my personal observation. 

Senator Pasrore. We have got to look at this thing courageously. 
This to me is not a question of the popul: ur viewpoint. 

The Cuamman. [ have always felt that the Post Office Department 
is a department that ought to give some service to the public, too. 

Sen: itor Pasrore. That is right. 

The CHarrman. I think that we, as a committee, ought to decide 
just what portion should be considered as service. 

Senator Pasrorr. I agree with you, Mr. Chairman. 

Senator Durr. There is certainly some contribution that ought to 
be made as a service. 

The Cuarrman. There is some contribution of service. 

Senator Durr. For example, Mr. Chairman, on the postal cards, 
it is thought to increase that rate from 1 cent to 2 cents, and still you 
have almost 1 cent of a loss, even with that increase. There is no 
reason Why these people should have too great a disproportionate 
increase. 

Senator Pasrorr. I agree with you, Governor Duff. 

Senator Burter. There are many publications published by the Gov- 
ernment itself, at the expense of the taxpayer, and they specialize in 
particular fields. 

The CHamman. A great many of those are being distributed 
throughout the United States free. 

Senator Burier. I see them, and they are completely free. 

Mr. Snyper. Mr. Chairman, if we could get the balance of our 
testimony in the record then we could take the whole matter up rather 
coherently. Mr. Albert Kalmbach, of Milwaukee, is president of the 
Kalmbach Publishing Co., and he is the publisher of Trains magazine 
and is a member of our policy committee. He testifies today as a small 
publisher whose publication is concerned with the railroads, and is 
informed with reference to rate-making procedures in general. Mr. 
Kalmbach. 
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Mr. Kautmpacu. Mr. Chairman and members of the committee, I 
have observed the Interstate Commerce Commission’s workers, and 
have come to the conclusion that rate making is indeed the most com- 
plex of delegated responsibilities. 

Perhaps because rate making is so complex a function, we have a 
Federal Power Commission which sets certain utility rates. The 
States have public service commissions to determine the price of serv- 
ices furnished by utilities to consumers. The Civil Aeronautics Board 
sets aviation tariffs. The Federal Communications Commission is con- 
cerned with the establishment of rates for certain types of telephone 
and telegraph service. Like the Interstate Commerce Commission, 

each of these rate-making bodies maintains jarge and skilled staffs of 
technical experts. In each instance, due consideration is given to a 

variety of factors so that rate formulas finally developed Teflect the 

result of exhaustive analysis for each rate established. Moreover, these 
rate structures are subject to continuous review, so that they are kept 
current and equitable to consumer and utility alike. 

Here today we are discussing suggested postal rate increases, the 
justification for which is based upon the cost-ascertainment report. 
While we do not purport to be experts on the cost-ascertainment 
system, we can readily understand how many postal authorities, in- 
cluding Postmasters General, have concluded that this report should 
not be used for rate-making purposes. For example: The cost 
ascertainment report for 1949 shows a total mail volume of 43,555,- 
000,000 pieces of all classes. Of there, 24 billion, or more than one- 
half, were first class; 7 billion were second class, presumably pre- 
sorted and packed, and received deferred handling. And while we 
are not experts, I do know that if we eliminated from the mails all 
second-class, all third-class, and all fourth-class matter, we would still 
have to maintain every post office in the land, no matter how small. 
This is so because the mails are established primarily for communi- 
cation, and first class is the basic American intercity communication 
method. Since a complete service would have to be maintained for 
first class even if there were no other classes, we fail to see how 
an accounting system which credits first class with a profit, and 
everything else with a loss, can be used as a proper base for making 
rates, particularly when more than one-half .of all pieces are first 
class. 

Here’s another illustration which shows what happens when the 
cost-ascertainment report is used as a rate base. You will recall that 
Mr. Putnam showed that the 207 magazines which supplied figures 
to J. K. Lasser & Co. reported a total postage bill of $1,245,000. 
It is our understanding that there are approximately 24,000 publi- 
cations entered as second class. The cost-ascertainment report shows 
that the total revenue raised from second class for the entire 24,000 
publications was $41 million. Yet our 207 magazines, compr ising 
but 0.0086 of all second-class entries, accounted for more than 3 per- 
cent of the total second-class revenue. Remember, gentlemen, this 
$1,245,000 came from only 207 publications, small or medium-size 
publications with an average circulation of 20,000, and none over 
200,000. If all second-class entries pee as much proportionately as 
our 207 publications did, second-class revenues would have been 
$144,347,808. This dramatically proves that there are other publi- 
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cations which, because they may not be subject to zone rates, con- 
tribute far less than the type of publications we are speaking about 
here today. Yet it is precisely this kind of publication, the kind we 
represent, which will feel 100 percent increases hardest, despite the 
fact that they are doing far more toward paying their way than many 
thousands of other public ations. If the low rates afforded other pub- 
lications are to be provided, we do not oppose them, but we do most 
certainly feel that their cost should not be included as part of any 
stated deficit attributed to us as second-class mail users. This re- 
quires study. 

Gentlemen, if it takes independent commissions to finally develop 
rates affected with the public interest, and since the postal rate pic- 
ture is no less complex, it may well be that a Postal Rate Commission, 
similar to that proposed by Mrs. St. George—but independent of the 
Post Office—in H. R. 376 in the House of Representatives, should 
be provided for in the very legislation you are now considering. This 
Commission, and certainly the m: agnitude of the postal establishment, 
will amply support the small cost involved, can fully and profession- 
ally evaluate these and other highly technical considerations. 

In freight charges, gentlemen, canned goods pay much more than 
coal, though costs are approxim: ately the same for a haul of the same 
distance. Yet none of the railroads believe they are losing money 

carrying coal, 

I have here a chart, which I would like to introduce, taken from 
Interstate Commerce Commission data on freight rates of various 
classes of commodities, and it indicates the wide difference in average 
rates on various classes of commodities. For instance, automobiles 
shipped by rail pay slightly more than five times as much per ton- 
mile as coal and crude “petroleum, and yet the cost of handling of 

carload commodities, because the consignor and consignee have load- 

ing and unloading facilities, is approximately the same. There are 
slight differences due to differences in claims and due to differences 
in average tonnage loaded in a car, but primarily the cost, on a cost- 
ascertainment basis, are very nearly the same. However, it has always 
been a basic principle of freight rate making that rates are set with 
regard not only to the cost of handling on a ‘cost-ascertainment basis 
but also with regard to the value of the commodities handled and the 
economic value of the handling to the shipper. 

The Cuarrman. Let us not get too deeply into this freight-rate fight. 
My experience is that as to a lot of the South and West that has been 
true. 

Mr. Karmpracu. I merely wish, Mr. Chairman, to introduce the 
point that it is a very complicated factor and it involves more than just 
cost ascertainment. 

The CHarrman, Yes. 

Mr. Katmpacn. It is this kind of thinking, resulting from the kinds 
of evaluations T have mentioned, which we believe would emanate 
from a Postal Rate Commission, thus providing a continuous review 
of the postal rate structure, and aiding in an equitable solution of the 
whole poste al problem. 

Mr. Snyper. Members of the committee, Mr. Putnam has graph- 
ically illustrated and 

The Cramman. Let me interrupt with just one question. 

Mr. Snyper. Surely. 
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The Cuatrman. Mr. Kalmbach, you were trying to convey to this 
committee the thought that if we were letting other publications in 
with the reduced rate and they were being carried, you might say, 
by the public, they ought not to come back and say you should help 
carry them. 

Mr. Kaumpacu. Mr. Chairman, that is it. There are many publi- 
cations which are carried at extremely low rates and yet are figured 
in the second-class deficit. The type of publications which we repre- 
sent carry advertising and pay the zone rates, and they also are heavier. 
per copy. For instance, our church sends out a little bulletin every 
week and it is entered as second-class matter. The postage to the 
membership, of some 750, is 7 cents per week. Now obviously there is 
a disparity there. I grant that the church is a worthy cause and that 
exemption may be justified. As a member of the church I would 
prefer to make it up as a contributor than as a second-class mail user, 
however. 

The Cuatrman. You think it is right, then, for the general public 
to carry that burden rather than probably some other person who 
happens to be using the mail service 

Mr. Kaumracn. Yes. I believe we have a disparity between dif- 
ferent users of the second class, and the users who are carrying more 
than their share should not be asked to pay a large increase because 
other publications are paying what is clearly a subsidy. 

The Cuamman. I grant you that is one of the big problems before 
this committee today. We are going to have to decide how far we 
will go in that field, where to stop, and whether we will charge that 
up to the Post Office, or how much we should charge up to the Post 
Office and how much to the public at large for doing business with 
the Post Office. 

Mr. Kaumpacu. It is a big problem indeed, Senator. 

The Cuarrman, It is a much deeper and harder question than a lot 
of people on the outside realize, I agree. 

Senator Werixer. One question, Mr. Chairman. 

The CHatrMan. Yes. 

Senator Weixer. Mr. Kalmbach, I understood you to say that we, 
perhaps, should suggest some rate agency to study and discuss and 
formulate these postal rates after a complete study. 

Mr. Katmpacn. That is right, Senator. 

Senator Wetker. And you sent up to the Chair here a rate state- 
ment of the railroads, wherein you show that an automobile, a pas- 
senger car, pays five times as much as petroleum or coal. 

Mr. Katmeacn. That is right. 

Senator Weiker. You also show where other freight pays three 
times as much as coal or oil. I might observe if that rate group that 
you are suggesting is as equitable as this one I do not want any of that 
either. 

Mr. Kaumpacn. Mr. Chairman and Mr. Senator, I merely wish to 
say that it is an historic principle of rate making that there are varia- 
tions in rates that are developed not only upon cost but upon the eco- 
nomic value of the service. It is of far more value to us, for instance, 
to send a bill to someone for 3 cents by first-class mail than it is to send 
a magazine which sells for 35 cents by second-class and pay 2 cents 
postage on it. The postage should bear some proportion to the eco- 
nomic value of the service involved. 
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Senator Pasrorr. Doesn’t it lean pretty heavily upon the philosophy 
whether you are going to consider this a business or a service ? 

Mr. Kaumnacu. Yes. 

Senator Pasrore. You start on the premise that, after all, this postal 
service came into being merely upon the principle of being a com- 
munication system. 

Mr. Kauamacnu. Yes. 

Senator Pasrore. You must admit it is easier or less expensive to 
deliver a letter than a large periodical. 

Mr. Katmpacn. Yes. 

Senator Pasrore. Unless you accept the principle that here you 
have the post office that carries out the principle of free communica- 
tion in mail and promotes the higher standard of living and educa- 
tion of the people you will not justify it on any cost investigation that 
you propose. It is more, perhaps, a matter of policy than anything 
else. 

Mr. Kaumpacu. Mr. Senator, I do belieye—— 

Senator Pasrorr. Let me just carry out my thought. 

Mr. Kaumpacnu. Yes. 

Senator Pastore. You are saying here that this is a little prema- 
ture, that we should have a grand investigation of the Postal Depart- 
ment because we ¢an find many, many inefficiencies, and if we do we 
will find that we will reduce the deficit of $561,000,000, and in the next 
breath you say even though there is this vast deficit in this communi- 
cation system, that anyone who sends a magazine should not pay as 
much as the one who sends a letter. How are you going to reconcile 
that ¢ 

Mr, Kaumpacu. Mr. Senator, my point on that is in any business, 
particularly in the communications business, you have two classes of 
cost, both of which are quite large. You have the fixed cost of the 
business, the postmasters’ salaries, the leases, and all the other costs 
that do not vary with the volume of mail, and then you have the out- 
of-pocket cost connected with each class of mail. An independent 
study made by Price, Waterhouse & Co., who are nationally known 
reputable ace ‘ountants, shows that second-class mail is more than pay- 
ing its out-of-pocket cost, and the question is what percentage that 
class of mail should pay toward the fixed costs. I believe, purely as 
a personal opinion, that since the post office was established primarily 
for first-class mail, a large proportion, practically all the fixed costs, 
should be borne by the first-class mail, and the other classes of mail 
should each be asked to contribute what they can toward the fixed 
cost, and also pay its out-of- poe ket costs. There is where the element 
of service, and so forth, comes in. 

Senator Durr. If the element of service does not come in, then I 
do not see how you are going to justify your position. If the element 
of service does come in, and L believe it does myself, then I think your 
position is well taken. I do not think you can consider it on an eco- 
nomic basis on the one hand and on a service basis on the other hand, 
because they are contradictory one with the other. 

Senator Pastore. That is what I say. That is just double talk. 

Mr. Kaumpacu. I think there is a little of each involved. TI think, 
Senator, there is some economic idea involved here in that I believe 
the second-class deficit has been overstated on the basis of the cost 
ascertainment report. 
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Senator Durr. I think, in the final analysis, the fundamental idea 
of establishing better communications is for the purpose of disseminat- 
ing ideas , letting everybody in the country know what is going on. 
That is the service idea, in the final analysis, isn’t it? 

Senator Pasrore. That is right. 

Mr. Kaumnacn. Second-class matter is controlled by the Post Office 
on the basis that a publication to be entered as sec ond class cannot be 

i house magazine that is for the interest of one company, but to be 
entered as a second-class magazine it must definitely be a magazine 
which is open to an entire fie Id, and, secondly, it must definitely have 
an editorial content, and, in my experience, the publishers are tre- 
mendously independent about that editorial content. They regard 
that as their prerogative, and that is what they are selling to their 
readers, with the result that the second-class publication which is con- 
trolled in the spirit and letter of the Post Office requirement renders 
a distinct service in that field. 

Mr. Synper. Mr. Chairman, may I pick up at this point and get 
our recommendation into the over-all picture? We are not proposing 
that nothing be done about this, and if we can throw that onto the 
table, to complete the picture of the position we take, I think it would 
be more coherent to discuss the whole thing. 

Members of the committee, Mr. Putnam has graphically illustrated 
and analyzed the serious effect a 100-percent rate increase will have 
on small- and medium-sized magazine publishers. You have heard 
Mr. Rooke consider the question of postal expenditure vis-a-vis the 
postal deficit. Mr. Kalmbach has compared railroad rate-making 
methods and procedures with postal rate considerations, in the light 
of inconsistencies in the cost ascertainment report. We submit that 
the prospect of a 100-percent increase in postal rates would be clearly 
disastrous and that the justification for such an increase is not there. 

However, it would be inappropriate for us to appear before you and 
oppose 100-percent increases if we did not present a program we 
think should take the place of so drastic a step. We do have such a 
program. In presenting it to you now, we do so with full confidence 
that you will seriously consider it, and that you will accept as bona 
fide the reasons which impel us to make these proposals. We are 
genuinely interested in working with your committee to once and for 
all solve this vexing situation, to the end that America can continue 
to possess a post: al service second to none. 

First, for the immediate future, let second-class rate increases be 
limited to 25 percent, spread over 3 years, no more than 10 percent in 
any l year. I want to most earnestly state that is is no token increase 
we suggest : the figures we have presented to you illustrate the severity 
even this increase will have on many important small- and medium- 
size magazines. 

The Cuamman. What have you to say to this suggestion of 25—-15- 
10¢ I just ask that question to see what your reaction is. 

eee Snyper. I think the over-all position of the committee is our 

o-percent figure has been carefully considered in terms of the impli- 

cations of our testimony down the line, and that seemed to us to meet, 
within the compass of our group, our contribution to the deficit prob- 
lem. If I can get the other three points in, I would be very happy 
to come back to that and tell you why I personally feel I am respon- 
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sive to the committee in this over-all problem—in standing on the 
25-percent proposition. 

Second, we recommend that this increase have few exceptions, so 
that the revenue raised can be spread over wide sections of the pub- 
lishing industry rather than imposed primarily on magazines in our 

‘ategory, which, we believe, will feel hardest the impact of the 100- 
percent figure. 

Third, simultaneously with the institution of this rate increase we 
recommend that one or both of the followi ing steps be taken: 

(a) Legislate into existence a postal rate commission now and give 
it ample authority and power to set rates for all classes of mail users, 
with the possible exception of first class. 

L) If you are not yet ready to set up a postal rate commission, then 

e urge the enactment now of Senate Joint Resolution 197, Eighty- 
first Congress, introduced, as mentioned, by the then Senator Leahy. 

It may be highly advisable to take both of these steps at the same 
time. ‘The post office is a billion-dollar business. A business of this 
magnitude can, indeed, stand the kind of constructive assistance which 
a joint study would produce, and a postal rate commission would be 
considerably guided by the determinations made by such an analysis. 

In summary, a 25-percent increase, spread over 3 years, coupled 
with the establishment of a postal rate commission, aided by a joint 
congressional study, to determine whether or not increases beyond 
25 percent should be enacted later, presents a program which will, we 
believe, ultimately lead toward final solution of the post-oftice problem 
and also yield revenue now. 

In accomplishing these objectives, the emergency committee of small- 
and medium-size magazine publishers stands ready to work with post- 
office officials, with members of the House committee, with members 
of the Senate committee, as called upon. We appreciate the assistance 
we have received from the Post Office Department and its executives, 
and we thank you for the opportunity you have given us to appear 
before you today. We feel certain that our suggestions will be re- 
ceived in the same constructive spirit in which we have offered them. 

(Mr. Snyder submitted the following alphabetical list of publica- 
tions:) 


ALPHABETICAL LIST OF PUBLICATIONS ANALYZED By J. K. Lasser & Co. 


Administration,’ New York, N. Y. neneeatie Dealer News, Los Angeles, 
Agronomy Journal,’ Madison, Wis. |. Gaz. 

Alaska Sportsman,’ Ketchikan, Alaska. | Bakers Weekly.’ New York, N. Y. 
America, New York, N. Y. | Beach and Pool,’ New York, N. Y. 
American Artist,’ New York, N. Y. | Bedding, Chicago, I. 

American Aviation, Washington, D. C. | Billboard,’ Cincinnati, Ohio. 
American Bottler, Atlanta, Ga. | Biological Abstracts, Philadelphia, Pa. 
American ed New York, N. Y. | Biscuit and Cracker, New. York, N. Y 
American City,’ New York, N. Y. | Black Fox,’ New York, N. Y. 
American Hairdresser, Chicago, IL. | Camera Magazine,’ Baltimore, Md. 
American Motel, Chicago, ILL Casket and Sunnyside,’ New York, N. Y. 
American Restaurant, Chicago, Il. Catholic Mind, Boston, Mass. 
American Roofer,’ Chicago, DL Chemist, New York, N. Y. 

American Shoemaking, Boston, Mass. Childrens Digest, New York, N. Y. 
Art News,’ New York, N. Y. Controller,’ New York, N. Y. 

Atlantic Grocer, Norfolk, Va. | Corsets and Underwear, New York, 
Atlantic Monthly,’ Boston, Mass. is ids 

Auditgram, Chicago, I]L. | Cosmetics and Toiletries, New York, N. Y. 


1 Publications reporting in 1949 and 1950. 
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ALPHABETICAL List OF PUBLICATIONS ANALYZED BY J. K. Lasser & Co.—Continued 


Crockery and Glass Journal, New York, 
N. ¥. 

Cue,’ New York, N. Y. 

Design,’ Columbus, Ohio. 

Diesel Power, New York, N. Y. 

Directors Digest,’ Chicago, Il. 

Dog World,’ Chicago, IL. 

Down Beat, Chicago, Il. 

Drug,’ New York, N. Y. 

Drug Trade News,’ New York, N. Y. 

Editor and Publisher,’ New York, N. Y. 

Edueation Digest,’ Ann Arbor, Mich. 

Educational Music, Chicago, Il. 

Electrical South,’ Atlanta, Ga. 

Klectrical West, San Francisco, Calif, 

Etude, Bryn Mawr, Pa. 

Exhibitor,’ Philadelphia, Pa. 

Farm Equipment Retailing, St. Louis, 
Mo. 

Feed Bag, Milwaukee, Wis. 

Feedstuffs,* Minneapolis, Minn. 

Fibre Containers,’ Chicago, Il. 

Financial World,’ New York, N. Y. 

Fire Engineering,’ New York, N. Y. 

Florists Exchange,’ New York, N. Y. 


Inland Printer,’ Chicago, IL 
Instrumentalist, Glen Ellyn, Ill. 
Insurance Field,’ Louisville, Ky. 
Insurance Salesman,’ Indianapolis, Ind. 
Interior Design,’ New York, N. Y. 
Investment Dealer’s Digest,’ New York, 
m X. 
Journal of Accountancy, 
Mm. ms 
Lake Shore Club Discus, Chicago, Il. 
Leather Manufacturer, Boston, Mass. 
Legal Bulletin, Chicago, Ill. 


New York, 


| Linens and Domestics, New York, N. Y. 
Literary Cavaleade, New York, N. Y. 
| Luggage and Leather Goods, New York, 


Nak. 


Machinery, New York, N. Y. 


Materials 


Magazine of Building, New York, N. Y. 
and Methods,’ New York, 
Nit. 


| Men’s Wear,’ New York, N. Y. 
| Merchants Trade Journal,’ Des Moines, 


| Metal Progress,’ 


lowa. 
Cleveland, Ohio. 


| Metals Review, Cleveland, Ohio. 


Food and Field Reporter,’ New York, | 


MY: 
Footwear News,’ New York, N. Y. 
Forbes magazine,” New York, N. Y. 
Fortnight. Los Angeles, Calif. 
General Federation Clubwoman, Wash- 
ington, D.C. 
Geophysics, Tulsa, Okla. 
Girls’ Fun and Fashion, New York, 
NN; 
Glass Digest,’ New York, N. Y. 


| Mid-Western 


1 


Michigan Roads and Construction, 


Lansing, Mich. 


Banker, Milwaukee, Wis. 


| Milk Plant Monthly, Chicago, IIL. 


Model Railroader,’ Milwaukee, Wis. 


| Modern Industry,’ New York, N. Y. 


| Monumental 


News-Review, Buffalo, 


a 


| Motorship, New York, N. Y. 


| Music 


Grain and Feed Review,’ Minneapolis, | 


Minn. 
Grit and Steel, Gaffney, S. C. 
Grocery,’ New York, N. Y. 
Guide, Atlanta, Ga. 


Movie Makers,’ New York, N. Y. 

Trades Magazine,” New York, 
Pa 

Musical America,’ New 

National Cleaner and Dyer, 
ee 


York, N. Y. 
New York, 


| National Defense Transportation Jour- 


Handbags and Accessories, New York, | 
| National Fur News,’ Denver, Colo. 


Ni ¥.- 
Harper’s magazine,’ New 
Heating and Ventilating, 
N. x: 
Home Furnishings, New York, N. Y. 
Hoofs and Horns,’ Tueson, Ariz. 
Hotel Management,’ New York, N. Y. 
Hotel Monthly, Evanston, IL. 
Hotel World Review,’ New York, N. Y. 
Ilousewures Review, New York, N. Y. 
Ice and Refrigeration,’ Chicago, Il. 
Implement Record, San Francisco, Calif. 
Implement and Tractor, Kansas City, 
Mo. 
Industrial Banker, Fort Wayne, Ind. 
Industrial Medicine and Surgery,’ Chi- 
cago, Ol. 
Infants’ and Children’s 
York, N. Y. 


iia:_-,_ 


New York, 


Review, New 


* Publications reporting in 1949 and 1950 


York, N. Y. | 


nal, Washington, D. C. 


National 
Ohio. 


Petroleum News, Cleveland, 


| Naval Stores Review, New Orleans, La 


| Northwestern 


Miller,’ Minneapolis, 


Minn. 


| Notions and Novelties, New York, N. Y. 
| Office Appliances,’ Chicago, Il. 

| Office Airline Guide, Washington, D. C 
| Oil and Gas Journal, Tulsa, Okla. 


| Oklahoma 


Food Journal, Oklahoma 
City, Okla. 

Our World,’ New York, N. Y. 

Pacific Fish and Game News, La Cres- 
centa, Calif. 

Pacific Northwest Underwriter,’ Seattle, 
Wash. 


| Paper Industry,’ Chicago, I. 


Paper Trade Journal,’ New York, N. Y, 
Parks and Recreation,’ Rockford, TH. 
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ALPHABETICAL List OF PUBLICATIONS ANALYZED BY J. K. LASser & Co.—Continued 


Petroleum Engineer,’ Dallas, Tex. 

Photo Dealer, New York, N. Y. 

Piays, Boston, Mass. 

Practical English, New York, N. Y. 

Practical Home Economics,’ New York, 
Pe 3. 

Progressive 
WN: X. 

PSA Journal, Kutztown, Pa. 

Radio and Television Maintenance,’ 
Atlantic City, N. J. 
Refrigeration Service 

cago, Ill. 
Restaurant 
a 
Retailing Daily,’ New York, N. Y. 

Rock Products, Chicago, I. 
Rocky Mountain Oil Reporter, Denver, | 
Colo. 


Rough Notes,’ 


Architecture,’ New York, 


Chi- | 


Engineer,’ 


Management,’ New York, | 


Indianapolis, Ind. 
Rubber Age,’ New York, N. Y. 
Rudder,’ New York, N. Y. 

Salt Water Sportsman,’ Mass. 


toston, 


Savings Bank Journal,’ New York, N, Y. | 


Savings and Loans News, Chicago, II. | 
School Activities, Topeka, Kans. 
School and College Management, 
York, N. Y. 
School Executive,’ New York, N. Y. 
Scientific Executive, New York, N. Y. |} 
Sea-Western Yachting and Boating,’ | 
Los Angeles, Calif. 
Senior Scholastic, New York, N. Y. 
Sewage and Industrial Wastes,’ Cham- | 
paign, Il. 
Shipping Register, San Francisco, Calif. | 
South Shore County Club, Chicago, Tl. 
Southeastern Drug Journal, Jackson- 
ville, Fla. 

Southern Automotive Journal,’ Atlanta, 
Ga, 
Southern 
Southern 
Southern 
Southern 

Fla 
Southern Lumber 
ville, Fla. 


New 


Banker, Atlanta, Ga. 
Fisherman, New Orleans, La. | 
Hardware,’ Atlanta, Ga. 
Hotel Journal, Jacksonville, | 


Journal,’ Jackson- 


Southern Lumberman, Nashville, Tenn. | 


Southern Pharmaceutical Journal, Dal- 
las, Tex. 


The CuHatrmMan. Are there any f 


Senator Carisow. Mr. Chairmat 
As I gather from Mr. Kalmbach’s s 
ine $1,245,000 in postage. Is it yo 


Southern Power and Industry,’ Atlanta, 
Ga. 

Southwest Water Works Journal, Tem- 
ple, Tex. 

Specialty Salesman Magazine,’ Chicago, 
Ill. 

Spectator, Chicago, Ill. 

Speed Age, Washington, D. C. 

Sponsor, New York, N. Y. 

Sporting Goods Dealer, St. Louis, Mo. 

Starechroom Laundry Journal, New 
York, N. Y. 

Standard,’ Boston, Mass. 

Sunday School Times, Philadelphia, Pa. 

| Tap and Tavern,’ Philadelphia, Pa. 





| Telephony, Chicago, Ill. 


Textile Industries,’ Atlanta, Ga. 
Tide,’ New York, N. Y. 
Timberman, Portland, Oreg. 
Tobacco, New York, N. Y. 


| Tourist Court Journal, Temple, Tex. 


| Toys and Novelties,’ Chicago, IL. 

Trains,’ Milwaukee, Wis. 

TV Forecast, Chicago, Ill. 

Underwriters, Report, San Francisco, 
Calif. 

Variety,’ New York, N. Y. 

Vend,' Cincinnati, Ohio. 

Veterinary Medicine,’ Kansas City, Mo. 

Wastes Engineering,’ New York, N. Y. 

Water Works Engineering,’ New York, 
A 


Weekly Underwriter, New York, N, Y. 


Western San 
Calif. 

Western Automotive Service, Los An- 
geles, Calif. 

Western Horseman, Colorado Springs, 
Colo. 

Western Plumbing and 
nal,’ Los Angeles, Calif. 

What's New in Crops and Soils,’ Madi- 
son, Wis. 

Wisconsin Beverage Journal, Milwau- 
kee, Wis. 

Women’s Wear, New York, N. Y. 

Work Boat, New Orleans, La. 


Advertising, Francisco, 


Heating Jour- 


|} World Week, New York, N. Y. 


Writer, Boston, Mass. 
Yachting,’ New York, N. Y. 





urther questions ? 

1, I just want to ask this question. 
tatement, 207 publications are pay- 
ur contention that a 100 percent. in- 


crease, or doubling that figure, would be disastrous to the 207 publica- 


tions 4 


Mr. Snyper. When you speak of 


are implying, by the use of the wo 
part of some to close the gap, and t 


1 Publications reporting in 1949 and 1950. 


this thing in terms of a deficit you 
rd “deficit,” a responsibility on the 
hat our fair share, as demonstrated 
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by the loading that is already in on the basis of zone rates, is amply 
met by the 5 percent. If you take that figure, Senator Carlson, the 
figures which multiplies out to show that the load is on our group as 
it stands, at 25 or 30 percent you are in the category of $200,000, which 
is the amount of deficit we are te alking about. Our position in that 
area of our testimony raises this whole question of fair share. You 
come to a point at some place, it seems to me, where in effect, if you 
go beyond a certain rate increase on the people who are now paying 
the 100 percent. load on the zone rate end, you arrive at a figure at 
which you ask us to pass on to our subscribers a cost which, in effect. 
is being applied to subsidize people who are not in our class. It is 
terribly difficult for people on either side of the table to be responsive 
on the thing, because so many of the factors are concealed. I wish to 
Heaven we had a second-class group A, so we could sit here and de- 
termine how much our group and the other group in the second-class 
zone rates pay to contribute to this service. At least it shows some 
area in which a load continued at the 100 percent rate is going to push 
you over the top and involve a principle of subsidy on the part of our 
subseribers, because we have to pass it along to them as a tax to sup- 
port the other operations of the Post Office Department. It is in that 
sense that the word “deficit” is outlandish. 

IT am afraid that the real load here is the respect in which we go 
down the garden path, that the costs will continue to rise. I am bull- 
ish on the country. I don’t think we are going to crack up, or any- 
thing of that kind, but the price factor will have to remain flexible, 
and the postal salaries and postal rates will have to remain flexible. 
If we embark on a principle of loading 100 percent on top of an 
already load of 100 percent, you get to the point where the thing 
begins to topple over. You get, in an accounting sense, a requirement 
that a subsidy be levied on our subscribers to support the other opera- 
tions. It puzzles me to know whether that is purely an accounting 
device which has come into the post office obviously over the period of 
years. You could legislate policy at the level of cost accounting very 
easily. We all do it in our own businesses. 

Mr. Purnam. I would like to bring out one point. 

Senator Unperwoop. Here is what I am trying to get at. I would 
rather ask this of a smaller publication than yours, but here is what 
I want to get at: Mr. Rooke, for instance, you have six publications. 

Mr. Rooke. That is right, sir. 

Senator Unprrwoop. What are their average circulations? 

Mr. Rooke. Senator, they run from about 10,000 to 28,000. 

Senator Unprrwoop. What are you paying now in postal rates ? 

Mr. Rooxr. On the six publications ? 

Senator Unperwoop. Y es, on second-class mail. 

Mr. Rooke. We, of course, pay the zone rate on our advertising. 

Senator Unprrwoop. What is the total either on the six or any one 
of the publications, for a year? 

Mr. Rooxr. We pay into the post office for mailing the publications 
about $30,000. 

Senator Unprerwoop. For the six? 

Mr. Rooke. For the six. 

Senator Unprrwoop. Are these monthly publications ? 

Mr. Rooker. Yes. 

Senator Unperwoop. What do they average in circulation ? 
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Mr. Rooke. Well, the average would be around 15,000 and 16,000, 
If you add them all together, we have about 80,000 copies going out 
a month, 80,000 to 90,000. 

The Carman. How often do they go out? 

Mr. Rooxr. Once a month. It might be interesting to know that 
it figures on some of our publications about 314 cents a copy. If we 
sell that publication for a dollar a year, which we do, and we pay 
314 cents a copy, that figures about 42 cents a year that we are now 
paying out of the dollar for postage, and if you had that doubled that 
would be 84 cents out of the dollar would go for the postage. 

Senator Unperwoop. That is what I was trying to get at. 

Senator Pasrore. Of course the whole crux of the thing is it is not 
a question of how much you are going to pay, it is a question of who 
is going to pay it. It is a question of whether or not the taxpayers 
as a whole are going to pay it or whether the industry is going to pay 
it, or whether the subscriber is going to pay. 

Mr. Snyper. All our contentions come under two headings. Under 
one score we are concerned about the question of fair share, and noth- 
ing has been said about the load you already have on 100 percent for 
the second class, for the zone rates. The other problem—and I can 
tell you, gentlemen, it is going to work out that way—that is any rate 
increase will work out as a tax that has to be passed along to some- 
body: Take the broad aspects of the industry, it cannot be possibly 
levied on the publishing business. They have just operated on too 
small margins for a period of time, and their profit margins show that 
it will have to be passed along to somebody else. The 25 percent figure 
over a 3-year period is the outside that they will be able to pass along. 

The CuHatrmMan. That is your reason for a 3-year figure rather than 
a l-year figure, to give you a chance to adjust either your advertiser 
or your subscriber to it. Someone has got to pay it, we all know that. 

Mr. Snyper. And the 10 percent, as a practical matter, I am con- 
vinced on the small magazine is the spot at which we can be your 
agent to pass this along to the people. 

Senator Burier. And the $1,245,000 that has been testified to, that 
is a bona fide comparison on the basis of use of second-class mail. In 
other words, you pay $1,245,000, and if the other people were paying 
their fair share the total would be $144 million instead of what it is. 

Mr. Snyper. That is in the direction of the truth. Even on that 
oi gure you can't close the gap. Of course that enables you to deter 

ine that relationship. 

Aiialai Butter. That is a substantial figure. 

Mr. Snyper. It is in the right direction. 

Senator Buriter. You think your classification is carrying more 
than its fair freight now. 

Mr. Snyper. We think 30 percent would come close to $200,000. 
That is what all the shooting is about. 

Senator Pastore. I agree with you. Regardless of what we do here, 
some committee or commission ought to make a scientific study in 
order to determine what should be done in the different classifica- 
tions. 

Senator Burier. We have got to have new classifications in these 
first, second, third and fourth classes. The only thing to do is to 
study them all. 
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Mr. Snyper. You gentlemen have been asked to do a thing which 
is difficult in any man’s business, to account for an item that has re- 
levance in two Ete. It is not all service and it is not all busi- 
ness. 

The Cuarrman. Let us try to confine ourselves to the questions. We 
have so many who want to testify and time is getting short, it would 
be difficult to complete the witnesses that we have scheduled. 

Senator Weixer. Mr. Rooke, approximately how much reading con- 
tent is carried in each of your six magazines ? 

Mr. Rooxr. We carry from 40 to 70 or 80 pages of reading per 
month. 

Senator We.iker. How does that compare with the number of pages 
that are devoted to advertising ? 

Mr. Rooke. That will depend on the publication. In some cases 
it will be 60 percent of the contents of the paper, and in other publi- 
cations it will be perhaps 33% percent. 

Senator WeLker. You are unable to say then? 

Mr. Rooxr. That varies by the volume of advertising. I have 
always felt if you get out a good publication it takes a certain number 
of pages to do a good editorial job and give service to your industry. 
Whether you have a large amount of “advertising or whether you 
haven’t, you should carry ‘that volume of reading as a service to your 
subscribers. 

The Cuarrman. Are there any other questions? If not, we will move 
on to the next witness. 


STATEMENT OF HARRIET F. PILPEL, ATTORNEY, REPRESENTING 
WALTER FIELD CO., CHICAGO, ILL. 


Miss Pmre,. Mr. Chairman and gentlemen of the committee, my 
name is Harriet F. Pilpel and I appear here as counsel for the Walter 
Field Co., Chicago, Ill. My testimony will be directed to that part 
of the postal-rates bill which calls for steep increases in the c. o. d. 
rates. Although I am here representing the Walter Field Co., of 
Chicago, Ill., I believe I am speaking on behalf of the millions of 
Americans whose only practicable way of obtaining many of the 
things they need is the ec. 0. d. service. I do not know whether they 
will be otherwise represented before this committee, for, though their 
number is legion, they are small people widely scattered in rural com- 
munities and they are not organized, as are the users of some other 
classes of mail, so as to make themselves heard. Their claim is none- 
theless a legitimate one which I hope you will heed. Those of you 
who yourselves live in small communities are perhaps already fully 
aware of the reasons why the rates presently proposed to be charged 
for c. o, d. represent an unfair, untenable, and discriminatory increase. 

There are in this country 32,494 rural routes serving 6,972,242 
people and 11,500 star routes serving another 535,765, making a total 
of £500,000 people living in rural areas who depend in large part 
on the post office for the commodities they need. Then there are the 
many others living in small towns who similarly depend on the post 
otlice to bring them goods which they cannot otherwise obtain. 

To these millions of people the post office is not only the chief chan- 
nel of communication and transportation with the outside world; it 
also represents, in the form of the ec. 0. d. service their only way of 
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paying for goods they can obtain only by mail, for these are people of 
moderate means who for the most part have no credit facilities avail- 
able to them. They have no bank accounts and no charge accounts. 
When they order by mail they are not in a position to make payment 
in advance. Not infrequently, as in the case of machine parts, repair 
of eyeglasses, watches, and the like, there is in any event no way of 
their telling in advance what the exact cost of the shipment will be. 
Moreover, in many instances they time their orders so that needed 
goods will arrive shortly after their pay days or, in the case of self- 
employed farmers, shortly after they may expect to receive payment 
for their crops. In all these situ: tions the c. o. d. service is a lifeline 
to the commodity markets of the Nation, in many instances the only 
lifeline these people have. 

Most c. o. d. orders are for inexpensive merchandise—70 percent of 
the packages sent c. o. d. are valued at $10 or less. On merchandise 
of this sort every cent of additional cost counts, especially in a time 
of rising prices. Ninety-eight percent of c. o. d. shipments go to 
second-, third-, and fourth-class post offices. The service itself i 
excellent and there have been no complaints that it is being abused. 
Under the law all c. o. d. shipments are required to be based on bona 
fide orders or in conformity with agreements between senders and 
addressees, and, according to the Post Office Department, the over- 
whelming proportion of c. 0. d. shipments are so based. The Post 
Office Department officials themselves have repeatedly acknowledged 
the value and importance of the c. o. d. service. 

The business of the Walter Field Co., which I represent, is typical 
of the c. o. d. business in general. It markets low-cost women’s, chil- 
dren’s, and men’s apparel, and household necessities such as inexpen- 
sive glassware, silverware, kitchen utensils, and the like. A sample of 
its catalog is attached to this statement. Eighty-six percent of its cus- 
tomers live in towns of Jess than 5,000 inhabitants or on farms or 
ranches. The company ships to 32,408 post offices in towns of less 
than 2,500 population. Eighty-seven percent of its shipments are 
sent c.o.d. The typical customer of the Walter Field Co. is not served 
at all by any transportation medium except the post office and has no 
way of paying for goods ordered by mail except ¢. 0. d. It has been 
estimated by the president of the company that there are ats 2,000 
other concerns whose business is similarly predominantly c. o. d., that 
at least 80 percent of their shipments go to people in Ssslehs having 
populations of 5,000 or less or rural areas, and that the overwhelming 
bulk of these shipments are of goods priced at $10 or less. 

In the light of these underlying facts, particularly now when over- 
concentration of population in large urban centers threatens to become 
a national problem, it would seem that the users of the ¢. 0. d. service 
should not be discriminated against by postage schedules. And with 
reference to concentration of population threatening to become a na- 
tional problem: On March 6, 1951, Postmaster General Donaldson, 
in his statement on H. R. 2982 for increases in post il rates and fees, 
before the House Committee on Post Office and Civil Service, called 
attention to the fact that the population growth in the United States 
during the past 10 years was very largely growth within metropolitan 
areas so that by April 1, 1950, more than half the population was liv 
ing in a standard metropolitan area. 
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But what do we find? The last calendar year for which complete 
figures are available is 1949. In that year, the c. 0. d. service brought 
in revenues of almost $21,000,000, entailed expendicures of a little 
over $28,000,000, and therefore showed a total deficit of something 
more than $7,000,000, For that year, the total postal deficit was over 
$630,000,000; in other words, the c. 0. d. deficit represented slightly 
more than one one-hundredth of the total deficit. In the same year, 
second-class mail brought in $44,000,000 and cost almost $250,000,000 ; 
its deficit, in other words, accounted for more than one-third of the 
total Post Office deficit and its expenses were more than five times 
greater than its revenues. In the same vear—1949—third-class mail 
entailed a deficit of some $141,000,000, almost one-fifth of the total. 
In addition, the loss on post cards, which are included in first-class 
mail, was more than $70,000,000, or over 9 percent of the total, and it 
has been shown that 90 percent of them are used for commercial pur- 
poses. And, of course, the airline companies receive large subsidies 
in connection with the carriage of mail. 

It is not now proposed that these other divisions of mail be brought 
up to cost. Far from it. The users of second-class mail have testified 
at length before this committee against the increases proposed by 
the Post Office Department which would still after 3 years leave a 
deficit on that class of over $160,000,000. Putting it another way, 
even if the proposed second-class increases were adopted, the general 
taxpayer would still be subsidizing second-class mail to the extent of 
more than 60 percent of its postal costs, as President Truman pointed 
out in his special message on postage rates to the Congress on February 
27, 1951. Under the proposed rates third-class mail will still be sub- 
sidized to the extent of some $60,000,000, It is not suggested that post 
cards come anywhere near fully paying their own way either. 

Contrast this situation with what is being suggested for the ec. o. d. 
service. In the first place, please note that the shipment of goods 
c.o. d. involves a number of distinct post office charges. There is the 
regular fourth-class or parcel post charge to start with. At the last 
session of Congress, the Postmaster General was directed to request 
the Interstate Commerce Commission’s approval of a rate schedule 
which will make fourth-class mail self-sustaining. If this is done— 
and the proceedings are well under way—fourth-class mail will be 
in the unique position of paying its own way while second and third 
class and that part of first class which represents post cards will con- 
tinue to be largely subsidized. 

In addition to the regular parcel post charges, a c. o. d. shipment 
entails the fee for the ec. o. d. service to which I am addressing myself 
here today. This payment is solely for the service of collecting the 
money—the parcel post charge covers the transmission of the goods 
and there is a further money order chi irge for the transmission of the 
funds. If the funds ‘are not forthcoming, the regular parcel post 
charge must also be paid for the return transmission of the goods. 

Although the Post Office Department itself opposed the provision 
of the supplement: al appropriations bill requiring it to seek Interstate 
Commerce Commission approval for self-sustaining fourth-class rates, 
their opposition was unavailing and the Postmaster General, under 
date of October 13, 1950, submitted to the ICC a schedule of rates 
for fourth-class mail which will, if approved, in any event greatly in- 
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crease the cost of c. o. d. shipments, that is, that part of the cost which 
represents the charge for the transmission of the goods by mail. 

Now it is proposed also to increase the charge for the collection of 
the money and a greater increase is sought even than was sought last 
year, as can be seen from the following table. 


| 
S neues Proposed last} Proposed by 
Size of order year by pending 


——- H. R. 2942 bill 


Cents Cents Cents 
$0.01 to $2.50 25 
$2.51 to $5 J ; 25 | 25 | 
$5.01 to $10 4 3 35 | 
$10.01 to $25 ; a 35 | | 
$25.01 to $50___- : , f 50 | 


Since, as shown above, the c. o. d. mailers typically deal with small 
income groups and since the bulk of c. o. d. packages are worth $10 
or less, we are not here concerned with the increases proposed on ship- 
ments valued at more than $50. 

The full discriminatory impact of the proposed increases becomes 
apparent if we contrast the histor y of increases in ¢. 0. d. rates with 
what has happened to other postal rates. As Postmaster General 
Donaldson has pointed out : 
except for a minor temporary raise effective from July 6, 1932 to June 30, 1934, 
has been no general increase in the postage rates for newspapers and other 
publications of the second class since July 1, 1921, and the rates then established 
were substantially reduced by the act of May 29, 1928, which rates are the ones 
in effect now and which have been in effect since 1934 except for the compara 
tively short time just mentioned, namely from July 6, 1932, until June 30, 1934. 

Since 1919 c. o. d. fees have increased from 100 percent to 400 per- 

cent depending on the bracket, as can be clearly seen from the a: 
ing table. If the proposed rates are adopted, the increases will, 
course, be that much greater. 


C. o. d. fees in effect from October 1919 to the present time 


et to October | Apr. 15, | July 1, | Mar. 26,; Nov.1, | Nov.1, | p,pn.cay 
endaaiairas 1919 1925 1932 1944 1944" | 194g" | Proposed 


Cents Cents | Cents Cents Cents | Cents 
. 


$0.01 to $2.5 10 ; 24 15 20 
$2.51 to $5 10 1 24 20 25 
$5.01 to $10 10 7 34 30 | 35 
$10.01 to $25 10 5 | 34 30 | 3% 
$25.01 to $50 ‘ 10 | 5 22 | 44 40 4! 


As can be seen, the average increase is about 350 percent. It is not 
surprising, in the light of this immense stepping up of c. o. d. rates, 
that whereas substantially all other branches of the postal service have 
increased in volume over the years, the c. 0. d. service has been declin 
ing. As of last May, its volume was 15 percent off the same period 
for the year before and it was at that time still declining. 

No later figures are available. During the fiscal year 1949, which 
comprised the last 6 months of 1948 and the first 6 of 1949, there were 
some 73,792,000 c. o. d. transactions handled by the Post Office. For 
the calendar year 1949, in other words for the 12-month period ending 
6 months later, there were some 70,147,000. 





ADJUSTMENT OF POSTAL RATES 207 


As the c. o. d. rates have gone up and the Post Office has done less 
c. 0. d. business, the large mail-order houses and the large retail stores 
have been installing their own c. o. d. services. Smaller concerns, like 
the Walter Field Co., which cannot afford to set up their own inde- 
pendent outlets, are thus placed at a competitive disadvantage. Since 
their customers are in any event so largely dependent on the ec. o. d. 
mechanism, those who live within the orbit of the c. 0. d. service of the 
larger houses have the choice between switching their patronage or 
paying higher fees. 

When the c. 0. d. service was first established in October 1919, there 
was a flat charge of 10 cents for the c. o. d. service regardless of the 
value of the package. The charge made by typical private carriers for 
c. o. d. service today is 25 cents regardless of the value of the ship- 
ment. Yet the Post Office Department proposes to charge more than 
that even for shipments worth less than $5. As the following table 
shows, the total postage charges on c. 0. d. shipments to date, that is, 
the total of fourth-class postage, c. o. d. fee and money order fee, adds 
very considerably to the cost of low-price merchandise. On, for ex- 
ample, a 4-pound package worth $5, addressed to the fourth-postage 
zone, the total postage charges come to 63 cents, or more than 10 per- 
cent of the total cost of the package even now before the new increased 
fourth-class rates go into effect. 


| 10 cent money-order fee | 15 cent money-order fee 
Fourth-class post- plus 25 cent c. 0. d. fee plus 35 cent c. o. d. fee 
Zone age on a 4-Ib. on $2.51 to $5 collection, on $7 collection plus 
package plus fourth-class post- fourth-class postage on 
| age on 4-lb, package | 4b. package 


Second... $0. 54 $0. 69 
rhird 57 72 
Fourth . 2 . 68 78 
Piece .33 OR 83 
Sixth... ’ 74 Rv 
Seventh - . acs . Sl 

Eighth 5 5 . &S 


Since self-sustaining parcel-post charges are called for by the Post- 
master General’s request to the Interstate Commerce Commission 
pursuant to last fall’s Supplemental Appropriations Act, and in the 
light of the factors mentioned above, we propose that there be a flat 
charge on c. 0. d. shipments of 25 cents for values up to $10 and of 35 
cents for values from $10 to $25. The little people of the Nation are 
for the most part not concerned with the cost of shipping goods valued 
at more than $25, so we make no proposal as to such shipments. We 
believe that such a schedule of graduated flat fees is called for by the 
legitimate needs of the c. o. d. consumer who will still, if the proposed 
fourth-class mail increases are approved by the Interstate Commerce 
Commission, be paying a far higher proportion of the over-all cost of 
shipments to him than the user of any other class of mail (except first- 
class letter mail) despite his unique position in our economy and 
national life and despite his unique dependence on the postal system 
as a means of procuring many of the items he must have to function. 

We shall be happy to supply any further information which may 
be helpful to the members of the committee in assessing what will 
be a fair charge for the users of the c. 0. d. service to pay just for the 
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service of collecting the money (exclusive, that is, of the cost of trans- 
mitting the goods and the cost of transmitting the funds). 

We should like to make just one more point briefly. The bill as 
drawn contains a provision which would give to the Postmaster Gen- 
eral alone the right— 
to prescribe by regulation from time to time the fees which shall be charged by 
the postal service— 
for the so-called special services which include c. 0. d. It is submitted 
that just because such fundamentals of policy do inti into the fixing 
of these rates, as we have pointed out this mor ning, their fixing should 
not be left to the discretion of any single administrative offic ial. This 
bespeaks no lack of confidence in the present Postmaster General or 
the Post Office Department. As a matter of fact, we have at all 
times found the entire Department and its personnel individually to 
be efficient, cooperative, well-informed and fully aware of the type 
of consideration we have here urged today, It is nevertheless our 
feeling that rate-making in the field of postal operations cannot but 
be in large part a policy-making function, and throughout our gov- 
ernmental structure such a function is entrusted either to the legisl: ‘l- 
ture or to a rate-making body, such as the Interstate Commerce Com- 
mission, for example, but not to a single administrative official, in this 

case an administrative official whose actions may not be limited by 
the safeguards of the Administrative Procedure Act. By way of 
reference, I will say that this is, in any event, the opinion of the 
Department of Justice as stated in a letter from George T. Washing- 
ton, Assistant Solicitor General, dated October 21, 1946, to Hon. Frank 


J. Delany, Solicitor for the Post Office Department : 


* * * rules issued by the Postmaster General to prescribe the rates, zones, 
weight limits, and similar conditions upon which mail service is rendered to 
the public involve only matters relating to public property and are accordingly 
exempt from the provisions of section 4 of the Administrative Procedure Act. 

Until and unless Congress sets up a rate-making body for the Post 
Office Department, along the lines perh: aps of the bill introduced by 
Mrs. St. George and presently pending in the House of Representa 
tives (H. R. 376, 82d Cong., Ist sess.), we urge that C ongress itself 
retain the sole right to fix all the rates charged by the Post Office, 
since all of them, including the c. 0. d. rates, as we have tried to show 
here today, impinge on matters of the most f: ar-reaching importance 
to our Nation and to the little people who so largely make it up. 

Thank you for your courtesy and attentiveness in listening to me. 

Senator Werxker. I think you made out a good case. 

Senator Butter. A very good case. 

Miss Prnert. Some of the gentlemen here from the magazines 
pointed out the problems in rate making and the need for a rate- 
making body, perhaps along the lines suggested by Mrs. St. George in 
her bill in the House. I would like to say we concur in that, just be- 
cause the c.o. d. involves so many considerations that we do not be- 
lieve, as provided in this bill, the Postmaster General alone should be 
given the power to determine the c.o. d. rates. We have no quarrel 
with the Department. On the contrary, I believe they are interested 
in the ec. 0. d. service and they are doing a good job, but we feel no one 
man should be trusted with this power. 
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Mr. Latrwer. May the record show at this time that according to 
the Post Office Department the deficit in c. 0. d. is approximately $7 
million, and that the rates in S. 1046 would raise approximately $7 
million. 

Miss Prvrex. That is correct. 

The Cnatrman. Thank you, Miss Pilpel. 


STATEMENT OF WILLIAM F. CANFIELD, SECRETARY-MANAGER, 
THE INLAND DAILY PRESS ASSOCIATION, CHICAGO, ILL. 


Mr. Canrretp. My name is William F. Canfield, secretary-manager 
of the Inland Daily Press Association. I am presenting this state- 
ment for Mr. Dudley A. White who, for the past 2 years, has been 
chairman of our Postal Committee. He was down here last week to 
testify before the House committee but did not come back this week. 

Dudley A. White is publisher of the Norwalk, Ohio, Reflector- 
Herald which has a circulation of 3,958 daily, and the Sandusky, 
Ohio, Register-Star-News which has a circulation of 17,750 daily. 
His statement is, however, in behalf of the 489 newspapers published 
in the United States which are members of the Inland Daily Press 
Association. The 4839 member newspapers are located in 19 States 
principally in the Midwest and Rocky Mountain areas and have a 
combined circulation of more than 1114 million. 

Our newspapers realize that your committee has a difficult task 
on this bill. Obviously something must be done about the postal 
deficit. We hope we can be of some constructive help. 

Our interest and information are, of course, primarily as te the 
second-class section of S. 1046. We want no subsidy, but we submit 
that dveatic 3 increases up to 100 percent, such as are proposed in this 
bill, should not be made until the Congress has all the facts concern- 
ing the cost of handling second-class mail. The boost does not seem 
very large when we speak of it in terms of 5 cents per pound, but 
please bear in mind that this bill would, according to the Post Office 
Department’s own figures, mean almost $10 million additional cost 
for newspapers and mail subscribers, most of whom are rural sub- 
scribers. 

Let’s take a quick look at the impact of the pending proposal as 
compared with the measure which was passed by the House in February 
1950. That bill which your committee, wisely, I am sure, did not report 
to the Senate, would have increased the mailing costs of Mr. White’s 
Sandusky paper, the Register-Star-News, approximately 46 percent. 
The total increase of the pending measure after the third year would 
amount to 96.89 percent—more than twice as much. 

In his recent message to Congress, the President charged that second- 
class users of the mail are getting a $200 million subsidy. Figures in 
the President’s message are based upon Post Office cost accounting. 
Newspapermen for years have been convinced that there are numerous 
faulty procedures in this accounting. It is on a weight and per piece 
basis without consideration of public service factors or priorities, yet 
these factors are basic and paramount in the operation of the post office, 
because the post office is not a business, but is a service to all the 
American people, and hence cost figures determined as they would be 
in competitive business are of little value for the setting of rates. 
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For illustration: According to the post office’s own records, there are 
some 39,000 of the present 41,000 post offices in the United States which 
do not take in sufficient money to pay their own expenses; 94 percent 
of all post offices are in this category. This fact is a self-evident indi- 
cation that the Post Office De _partment is created primarily for service 
to American citizens and not as a self-sustaining business proposition, 
as some of you have said this morning. 

The CHarrMan. Right there, isn’t it true if the rates were more a lot 
of the post offices would be taken out ? 

Mr. Canrtevp. I think some of them might be, and yet, as I will point 
out here, many of those post offices have ‘only a few thousand dollars 
of revenue each year. I think the highest now is about $40,000 of 
those 39,000 post offices, so that the opportunity for putting those post 
offices into the black I think is not very great. How many chain 
groceries, for examine, could continue to exist if 94 percent of their 
stores did not take in sufficient funds to pay their expenses? 

Because of faulty accounting, too much of the post-oflice deficit has 
been charged to newspapers. Congress created the rural delivery serv- 
ice for the benefit of farmers and other citizens living too far from 
their post offices to call for their mail, yet the Post Office Department 
charges against second-class mail a large portion of the cost of the rural 
delivery, actually more than it charges to first-class mail. This despite 
the fact that our post-office system was created primarily for first-class 
mail and that most of its facilities and operations would still be 
required if second-class postage were entirely eliminated. 

Rural mail service is naturally much more costly than town delivery 
where less distribution, less distance and less expense are involved. 
By the very establishment of our rural delivery routes Congress rec- 
ognized the value of this public service to the development of the Na- 
tion as a whole and indicated that it never intended the rural families 
of America to be penalized with the extra cost. The subsidy repre- 
sented by this difference in cost is not a subsidy to newspapers; it is 
a subsidy granted to all families living on R. F. D. routes in rural 
America, granted on the principle that rural mail serves the national 
welfare to the benefit of both town and country. 

If all newspapers were forced out of second-class mail, rural de- 
livery would have to be maintained just the same, and would be no less 
expensive. 

Here are two further examples of the failure of the cost ascertain- 
ment studies to develop a fair basis for rate determination. Approx- 
imately 10 percent of the expense which the Department lumps under 
the heading of “post office service” is charged to second-class mail 
even though there is included among these expenses such items as spe- 
cial deliver y Service, operating force for public buildings and operat- 
ing supplies for public buildings. 

More importantly, the cost ascertainment reports also fail to credit 
the newspapers for money spent performing services which the Post 
Office Department should perform. Full postage charges are paid on 
more than a million newspapers, which, as mail circulation, newspa- 
per employees sort, route, sack, weigh and transport, at the newspa- 
pers’ expense, to post offices that in some instances are many miles 
distant from places of publication. 

The Department’s cost finding method was specifically rejected as 
an unsatisfactory basis for rate- ‘making by a joint congressional sub- 
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committee which investigated postal rates in 1924-26. Yet the De- 
partment hasn’t devised a satisfactory system or changed its methods 
in the 25 intervening years. 

Perhaps the changes in post office budgeting, accounting and audit- 
ing procedure recommended by the Hoover Commission and which 
Congress authorized under the Post Office Financial Control Act 
only" last August will ultimately result in cost determinations which 
will be valuable for the setting of rates, but the latest cost ascertain- 
ment figures of the Post Office Department are not based on any new 
procedure, nor are they a proper basis for establishing rates. 

I could quote former Postmaster General Walker and the Hoover 
Commission Task Force to the same effect. 

Proponents of this measure have been saying that an increase in 
second-class rates is long overdue, but if newspapers have been enjoy- 
ing favorable rates they “have been strangely reluctant to accept them. 
For at least the past 15 years there has been a decided trend of news- 
papers out of the mail. Reduced railway mail service and little at- 
tempt by the Post Office Department to prov ide adequate substitute 
service have been largely responsible. But another element is the 
fact that newspapers quite generally have been able to distribute their 
issues faster and more reliably for less money or little more than they 
have paid to the post office. 

Hundreds of newspapers have withdrawn many, many thousands 
of copies of their publications from the mails and turned to other 
means of delivery. Has anybody ever been able to cite a single case in 
which these withdrawals have resulted in even one less postal em- 
ployee or one penny of reduced post office expense ? 

As a result of that withdrawal I would like to call your attention to 
this material that is in the brown cover, which is a statement pre pared 
by the Detroit Free Press, and that I would simply like to put in the 
record without reading it in detail. 

The Catan. If there is no objection, it will be printed in the 
record at the close of your statement. 

Mr. Canrietp. On pages 7, 8, and 9 of that statement, beginning at 
the bottom of page 7, in respect to point No. 1, the Detroit Free Press 
points out that in 1925 their circulation figures were as shown there, 
189,000 daily and 251,000 Sunday; that in 1950 they were up to the 
point of 137 percent increase in the daily circulation and 87 percent 
increase in the Sunday circulation. Then on the following page they 
point out that despite those large increases in circulation their copies 
going through the mail were actually reduced, so that now only 19,000 
of a total circulation daily of 449,000 go through the mail, and on 
Sunday only 3,200 out of 473,000. In other words, the circulations 
have more than doubled but the percentages going through the mail 
have reduced to 4.2 percent daily and 0.6 percent Sunday, and that has 
resulted in a decrease in second-class postage of 25 percent in those 25 
vears despite the doubling of the newspaper circulation. Any great 
increase in second-class postage rates would certainly greatly accentu- 
ate the trend of the newspapers out of the mails and thus would quite 
probably reduce revenues rather than increase them. 

Later on in this report, on page 10, the Detroit Free Press points 
out that it is possible for them to get railway baggage car service 
delivery by private or contract motor carrier, railway express, and 
so on, at cost far below the postal rates at the present time. So that 
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you can see it would be natural for them to take more newspapers out 
of the mail, and the same thing would be true of other newspapers. 

Senator Weiker. May I ask a question ¢ 

Mr. Canrrevp. Certainly. 

Senator Werker. This may be repeating, but isn’t it a fact that our 
newspapers are generally curtailing the use of the mail system and are 
using their own conveyances ¢ 

Mr. Canrrecp. I think that is true. 

Senator Wetxer. I think you mentioned that in your testimony, 
but I wanted that point brought out again. 

Mr. Canrreip. That is true. That is not entirely true for the small 
newspapers, because, as I will point out later here, it is more difficult 
for them generally to change to other means of distribution. 

The Cuamman. It certainly is true where you do not have good 

railway facilities or transportation facilities available to the public. 

Mr. Canriecp. That is right. It may also be truthfully said that 
second-class rates have already been materially raised because of the 
inadequate services provided by the Post Office Department. Here, 
for example, are some figures furnished me by the Des Moines Register 
which has a total circulation of 221,772 of which 77,984 copies go 
through the mails. Almost two-thirds—64 percent—of these copies 
on which the Des Moines Register pays postage are actually trans- 
ported by, the newspaper part or all the way to destination in zones 1, 
Y, and 3 in order to obtain delivery on rural routes and by village 

carriers on the day of publication. This trucking costs the Des Moines 
Reguner more than $51,000 annually in addition te the more than 

70,000 the Register pays in second-class postage on the copies which 
it transports for the Post Office. This extra $51,000 actually is an 
increase in the cost of second-class postage of 73 percent which ea 
entirely from the fact that the Post Office does not provide as full 
service as it formerly supplied. 

Here is another example: The Sioux Falls (S. Dak.) Argus-Leader 
paid second-class postage of $44,710 last year, but it also had to pay 
bus and truck companies $82.246 to haul and truck its papers to post 
offices throughout its area in order to give prompt news service to its 
readers. So, in order to get adequate second-class mail service, the 
Argus-Leader spent not just $44,000, but almost $77,000. And the 
Post Office Department’s expense was negligible, since no postal em- 
ployee or truck carried the papers until the rural carriers picked up 
their individual route bundles in the back rooms of their post offices. 

Mr. White’s own papers in Ohio are small. The circulation of ore 
is confined almost entirely to its own county. Most of the rural de- 
liveries of the other are made by the paper’s own motor routes which 
cover 615 miles and serve 2.845 rural families each day, as compared 
with 1,156 subscriptions delivered by mail—out of a total circulation 
of 17,750. 

It would be impossible to charge the additional mailing cost in 
volved in this bill to the great bulk of these mail subscribers and re- 
tain them as mail subscribers with delivery service a day or more after 
publication. They would instantly convert to motor-route service with 
delivery the same day of publication—if they were within reach of a 
route—and T would hate to think of their resentment if they were not 
within reach of motor delivery and these additional mailing charges 
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either required them to pay a comparable price for rural mail delay or 
deprived them of normal news by mail. 

Here you have a quick example of how this measure would force 
newspapers out of second-class mail, reduce post-office revenues and 
bring about no reduction in expense. 

Meanwhile, what about the still smaller papers and their rural sub- 
scribers? They are not big enough to operate motor routes. That is 
true of Mr. White’s Norwalk, Ohio, paper. What would happen to 
such newspapers? Are rural subscribers to papers like this to be 
squeezed between a drastic increase in mailing charges and the ability 
of the bigger newspapers nearby to furnish motor-route service which 
they cannot have from their home paper ? 


Il cannot believe 
Savs Mr. White— 


that Congress would ever dreain of doing such a thing. This is another reason 
Ll cannot believe that this bill deserves or will receive favorable consideration. 
I am not suggesting that one Class of newspapers be treated differently than 
another. I am a firm believer in equal treatment—and I think the examples I 
have just given you prove that the only way it can be maintained is by keeping 
any increases in second-class rates on a reasonable basis—and not on such a 
drastic basis as this bill proposes. 

In closing I would like to leave with this committee Mr. White’s 
suggestion for a new approach to the whole subject of postage rates. 
You have heard much about the size of the annual deficit in the opera- 
tions of the Post Otlice Department. You also have first-hand knowl- 
edge of the report and recommendations of the Hoover Commission 
wherein they point out that the equipment and methods of the postal 
service are pitifully archaic. You know that the Commission con- 
tends that the reforms they recommend would cut postal deficits in 
two. Naturally postal users who are asked to bear the burden of 
increased cost would first like to see the Post Office Department put 
its own house in order so as not to be paying for outmoded facilities 
and wasteful practices. 

We congratulate the Postmaster General on the recent announce- 
ment that many of the old and expensive-to-maintain trucks are soon 
to be replaced and we see further hope in the plans to establish truck 
routes to suburban post oflices, but we need not remind you of the 
many other possibilities for modernization suggested by the Hoover 
Commission. 

Beyond that a good deal of the controversy growing out of every 
proposal for increased rates arises from the confusion that surrounds 
the distribution and allocation of costs, and from the fact that no one 
class of users wants to pay a bill that rightfully belongs to some- 
hody else. 

In Mr. White’s opinion, all of this misinformation and its accom- 
panying misapprehension will never receive constructive treatment 
or proper remedy until the Department’s subsidies are brought out 
en and dealt with fairly and frankly in public view. There 
is no reason why subsidies should not be perfectly all right, but hidden 
subsidies are bound to be all wrong, if for no other reason than the 
fact they are misleading and wrapped in an impenetrable shroud. 
The latest bulletin of the Hoover Commission reads: “Hidden sub- 
sidies are still paid to airlines.” 
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Mr. White would like to see your committee make a new — 
to the subsidy side of this question. Why not, he suggests, list and 
evaluate each major subsidy of the Department and then ask Con- 
gress to provide actual appropriations to the Department to cover 
them? These should include an evaluation of the subsidy granted 
to every farm family in the United States for the difference in cost 
between the basic operation of RFD routes as compared with regular 
mail service; as well as the subsidy to railroads, the subsidy to air- 
lines, and the Government mail franks in whatever extent Congress 
sees fit to grant them. 

The old approach to the problem merely continues misunderstand- 
ing. It gives the public a false impression. It confuses the whole 
picture for Congress so that it is virtually impossible to get at the 
roots of the question. 

Mr. White first voiced these suggestions in a letter which he wrote 
several weeks ago to two members of the Senate Post Office Committee 
who were his colleagues when he was a Member of the House a few 
years ago. Since then you have doubtless read an expression along 
the same line by a man who is much better informed on Post Office 
Department rates and costs than I—Mr. James J. Doran, who retired 
last October as Director of Rates for the Department, after a 44-vear 
postal-service career during which he also served as Chief Inspector 
and as Director of Budget and Planning. 

In the March issue of the Postal Record, Mr. Doran pointed out 
that 130 million dollars of the annual postal deficit results from the 
operations of the 39,000 small post offices which could not operate 
without what he said— 
is truly a postal subsidy. 

At none of these district offices are the receipts more than $40,000 
a year, and many have annual revenue of only a few hundred dollars, 
Mr. Doran said. Yet in his opinion— 

they perform a service that our people could not and would not be expected to 
give up. 

In addition to the $130 million deficit on the local operations of 
these small district offices, transportation of mail to and from them 
costs the Department another $50 million a year, Mr. Doran estimated. 

Congress can never be expected to hike postal rates sufficiently to wipe out the 
deficit in these district offices, and it should not attempt to do so, 
he said. The deficit, he added,— 
can only be met by congressional appropriation. 


Mr. Doran went on to add up other items, such as the costs of free 
postal services to other Government Departments, the subsidies given 
the airlines and other carriers of mail, and said he thus could account 
for at least $400 million of the Post Office deficit. 

“Subsidies should be recognized and labeled as such and there is no 
justification for the postal service being saddled with them,” he con- 
cluded. 

These are the reasons we are urging your consideration of this new 
and refreshing approach to this whole subject—the approach of sepa- 
rating the subsidies, evaluating them on the basis of correct allocation 
and appropriating for them. Once these public-service features are 
set up and provided for in this manner, and once the Department has 
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eliminated them from its cost accounting and put that accounting on 
a sound basis, we feel sure that there no longer would be any dispute 
about users paying the rest of the bill. It seems to us that this would 
be a most healthy approach to the entire subject and one by which 
your committee could perform a tremendous public service. 

Any suggestion, we realize, would involve a great deal of work on 
the part of this committee, and it would take perh: ips more time than 
the committee could devote at this session. Perhaps you will feel 
that you cannot delay all action on this bill, while such a pioneering 
approach to the wh ole subject is explored. If so, I think I can assure 
you that newspapers generally will not oppose interim increases in 
second-class rates, if reasonable, rather than so drastic as those sought 
in this bill. 

(The statement by the Detroit Free Press is as follows :) 


Re. S. 1046: Statement of E. R. Hatton, circulation director, the Detroit Free 
Press 

We fully realize that labor, materials and other costs entering into the han- 
dling and delivery of the mails has increased, and stand ready to accept a fair 
and equitable increase in second-class postal rates, when and if it can be proved 
that the existing rates do not adequately cover the costs of present service 
rendered. 

We are unwilling to accept the unsupported claims that present rates cause 
the Post Office Department to deliver second-class mail, particularly newspapers, 
at a loss. 

There seems no sound foundation for the statement that present rates are 
“in effect a subsidy to newspapers.” 

The President in a message to Congress on February 27, 1951, said, in part, and 
ve quote: 

“Major changes are needed in postal rates for second-class mail. In the fiseal 
year 1952 more than six billion individually addressed newspapers and magazines 
are expected to be carried, at a cost of about 242 million dollars. But the postage 
paid will be only about 42 million dollars. Thus the newspaper and magazine 
publishers will have 200 million dollars—or 80 percent—of their postal costs 
paid for them by the general public. * * * 

“These rates were intentionally set low, when they were established, in order 
to encourage the spread of information and education among our citizens. This 
is still a desirable objective, but clearly does not Warrant a subsidy as extreme 
as that which now exists. * * * 

“These excessive subsidies for newspapers and magazines are not only wrong, 
they are seriously inequitable. Books, which are surely as important as news- 
papers and magazines for disseminating information, and mail-order catalogs, 
which carry advertising generally similar to that in newspapers and magazines, 
are classified as fourth-class mail. Under the recommended rates, there will 
be little, if any, subsidy in carrying these publications—a startling discrimination 
in comparison to the situation on second-class mail. * * * 

“* * * | believe it is imperative now to increase second-class mail rates. 
If these rates are doubled—which is the least that should be done—this would 
bring in only about 40 million dollars, and the general taxpayers would still 
be subsidizing second-class mail to the extent of more than 60 percent of its 
postal costs.” 

We believe the above statements are highly prejudicial, and would not be 
substantiated by a complete and comprehensive study of actual costs of han- 
dling second-class mail, particularly newspapers, if such a study could be made 
under the archaic accounting procedure now in effect in the Post Office Depart- 
ment, 

The task force report of the Hoover Commission after months of investiga- 
tion, reporting under date of January 13, 1949, said in part: 

“At the present time the Post Office Department is not in position to recom- 
mend to the Congress a full and proper charge for any of its services because 
it is net equipped to prove what reasonable costs of these services should be. 
The reasonable cost of any service can be determined only when the Depart- 
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ment has established standards of performance, is in position to demoustrate 
that its costs reflect good operating methods, effective management, and reason- 
able productive efliciency, and knows what part of the price it pays for each 
purchased service represents a subsidy to the supplier of that service, 

“Until it is in position to prove what reasonable costs of its services are, the 
Department’s rate recommendations to the Congress cannot carry proper weight.” 

“By business sandards they (postal officials) have inadequate accounting and 
statistical data with which to manage the affairs of the Department, and are 
tightly restricted in their control over wages and salaries and other personnel 
matters. Furthermore, the Department is called upon to provide uneconomic 
services and to absorb hidden subsidies which increase expense and enlarge 
Ge ee 

The Hoover Commission final report, under date of February 21, 1949, said 
(in part): 

“(c¢) Although the Post Office is a business-type establishment, it lacks the 
freedom and flexibility essential to good business operation, * * * 

“(g) Accounts are kept by the General Accounting Office outside the Depart- 
ment and are available to the Post Office for management purposes only after 
months of delay. Methods of budgeting and appropriation are entirely unsuited 
to a business of the size and character of the Post Office. The pressure of these 
forces in a rapidly growing business accumulates to make impossible the most 
economical and efficient conduct of the service.” 

In respect to deficits this report said: 

“These deficits have been created by circumstances mostly beyond the control 
of officials in the Post Office Department, and can be remedied only by strong and 
courageous action.” 

The Commission’s Recommendation No. 6 follows: 

“We do recommend that the provisions of that law (The Government Corpora- 
tion Control Act of 1945, as amended) in respect to business management, bud- 
geting, accounting, and audit be applied to the Post Office. 

“Such a provision will bring the Department into step with modern business 
methods and will not lessen Executive or Congressional controls. At the same 
time it will provide flexibility in management, simplification of budgeting, ac- 
counting, and audit which will result in large economies. * * *” 

Under the caption of postal rates the Commission reported : 

“Certain postal rates are fixed, not primarily to provide postal income, but as 
an element of public policy in the dissemination of information and in the pro- 
vision of services not otherwise obtainable by the people. 

“It is our view, therefore, that the final determination of rates for first-class 
(ineluding air mail) second-, third-, and fourth-class mail should be made by 
Congress. 

“However, there are other services performed by the Post Office that are of 
primary interest to certain groups, the losses from which should not fall upon 
the general taxpayer. * * * 

“A reorganized method of accounting, as mentioned later, would not only 
enable far more efficient conduct of the service, and afford more accurate budget- 
ing and cost control systems, but also would form the basis upon which Congress 
could act with more assurance upon rates. * * *” 

The Detroit Free Press submits that until such time as more consideration 
has been given to and action taken on these and other meritorious recommenda- 
tions of the Hoover Commission, statements regarding 60 percent—$40 million 
subsidies to second-class mail users is wholly unfounded and unfitting. 

In the Post Office Department, to date, some recognition has been given to re 
forms and improvements recommended by the Hoover Commission, but action 
has been slow and the time has been short. Progress has been insufficient to 
shed proper light on operations and their actual costs. 

This newspaper does not believe that newspapers and their readers should be 
the victims of a “shot in the dark” as has been proposed. 

It is our sincere belief that any radical increase at this time will reduce total 
postal revenues from second-class mail rather than increase them. The state- 
ment is justly based on past experiences and a full knowledge of the past and 
present mail service now available in Michigan. Such increases, in our considered 
opinion would— 

1. Decrease the total number of readers now served by mail, thereby 
greatly curtailing the poundage upon which postage is paid. 
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2. Cause publishers to make greater use of other transportation facilities 
available at less expense. 

3. Produce less postal gross revenue even at proposed higher rates, 

4. Create no comparable reduction in present costs of service given by 
the Post Office Department. 

5. Cause the additional cost burden resulting from a raise in postal rates 
to fall almost wholly upon readers in small towns, farmers served by rural 
free delivery routes and other residents of rural communities in Michigan. 

In respect to No. 1 the following facts are pertinent: 

Since 1925, when the zone system of postage on second-class mail had been in 
effect but a short time, the average circulation of The Free Press has increased 
as follows: 


Average Average 
daily Sunday 


1925. . - . ie ‘ | 189, 183 | 251, 786 
1950... ‘ : nd imme 449, 449 473, 004 
Increase bees be dale Dy ; 260, 266 221, 218 


Or (percent) .. aa . . : | 137.6 87.8 


But during that same spread of time the number of subscriber copies and copies 
to dealers distributed through the mails has decreased as follows: 


Average 
daily copies 
in mails 
| 


Sunday 
copie Sin 
maus 


! 
Average 
| 
} 
i 


1925 20, 233 
a 19, 109 
Decrease... .-. pias 1, 124 


percent 5.5 


In 1925, 10.7 percent of total daily and 4.9 percent of total Sunday circulation 
was distributed through the mails. Today, although circulations have more 
than doubled, the percentage going through the mails is reduced to 4.2 percent 
daily and 6 percent Sunday. 

During the period the average number of pages printed daily has increased from 
25.7 to 31.5 or 22.6 percent. 

The increase in average number of pages has increased the per copy unit 
weight upon which postage is paid. But due to reduction in number of copies 
mailed, the total postage payment in dollars has decreased as follows: 


Total second-class postage paid: 
Entire calendar year—1925 $71, 789, 46 
Entire calendar year—1950 53, 694.18 
18, 095. 28 


on 9 
au. & 


The experience of a great many other newspapers is the same. The conclusivu 
should be apparent that increased postal rates cause publishers to transfer 
mailings to other means of transportation and result in loss of gross revenue to 
the Post Office Department. 

There is no evidence to show any compensating reduction in postal expense. 

The record of the two large evening papers published in Detroit is largely 
comparable, 





218 ADJUSTMENT OF POSTAL RATES 


In respect to statement No. 5, an analysis of present day mailing lists of The 
Free Press shows the following: 


- 
. » | Total mail | 
Total mail | endlich 
| subseribers subscribers 
| 
-| 


only 


ro > 
in Michigan Percent 


only 


ie ng ed Se aa ae 12, 335 12, 045 | 
ee cided cane Aires od “3 pan % 1, 327 1, 058 


Of this total 78 percent receive their paper at their farm home, by rural free 
delivery carrier or at the post office in small towns where no boy carriers are 
maintained. There are but very few subscribers living elsewhere. Therefore 
it follows that any increase in postal rates, which must of necessity be passed 
on either, in whole or in major part, to the subscriber, will create an excessive 
burden upon these rural Michigan residents almost exclusively. Their friends 
living in the cities and towns now receiving papers daily on established boy 
carrier routes will contribute no part of the extra cost. 

We further submit that- 

A. Present mail service is wholly inadequate to properly serve the area in 
which distribution of Detroit newspapers is largely made. 

B. Present postal rates are higher than for comparable service available from 
other sources. 

C. Detroit newspapers are now paying full postal charges on shipments for 
which little or no service is rendered by the Post Office Department. 

In respect to statement A, railroad service is especially limited in Michigan. 
In recent years trains have been canceled on our main lines, mail service on 
certain trains discontinued, station stops eliminated, and in many instances 
service on branch lines has been abandoned entirely. 

Little adequate substitute service, at the time at which newspapers must be 
despatched, has been established by the Post Office Department. 

Detroit newspapers have therefore been forced to reluctantly adopt other 
means of transportation. In the suburban area subscribers’ copies are delivered 
direct to homes of readers by boy carriers or motor route delivery many hours 
before arrival of rural free delivery carriers in such areas where that or other 
post office service exists. 

In respect to statement B, in many instances adequate substitute transportation 
has been found at a cost far below existing postal rates. 

Railway baggage car service is available, giving the same delivery of dealer 
and carrier bundles at destination as outside mail, at rates uniformly of 73 cents 
per 100 pounds, Railway Express at $1.44 per 100 pounds, bus transportation up 
to $2 per 100 pounds. Delivery by private contract motor carriers and company 
owned equipment costs approximately 50 cents per 100 pounds. Mail charges 
at present rates are 1% cents per pound in the first and second zones, and up to 
7 cents per pound on the advertising portion for distances beyond the second 
zone. Much of the substitute transportation extends far into the third zone. 

In respect to statement C, it is the common practice of all three Detroit news- 
papers to make up all mail shipments in special bags, routed and tagged. With 
few exceptions all are delivered direct to railway terminals where mail bags are 
loaded on the trains with but little expense to the Post Office Department. A 
postal mail clerk weighs shipments in the Free Press mail room, avoiding al! 
rehandling at terminals for weighing. 

At the Free Press, published mornings, more than 1,000 sacks of subscriber 
mail each week are weighed in the Free Press mail room at little expense to the 
Post Office Department. The sacks then are transported, in company-owned 
trucks or by private contractors, paid by the publisher, to 110 destination post 
offices at distances up to 150 or more miles. On arrival at destination post 
offices, postal rural route carriers merely make the final delivery to subscribers, 
or, aS in some cases, a bundle is handed to a boy carrier for delivery. 

Similar practice is largely common on most metropolitan newspapers. Postal 
accounting gives no credit for these services, which should normally be rendered 
by the Postal Department, but are wholly at the expense of the publisher. 

Present full rates of postage are paid on all copies entering the mails, but only 
partial service is rendered, limited largely to the mere final delivery to the 
subscriber. 
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We respectfully submit that this newspaper acknowledges no subsidy and 
wants none from the Government. 

We are willing to pay full and proper postage rates, accurately determined, for 
service rendered by the Post Office Department in delivering such part of our 
circulation as is dispatched through the mails 

We do not concede that actual costs of that service are now known. 

Significant improvements is budgeting, accounting, and auditing procedure 
recommended by the Hoover Commission have recently been initiated and are 
now in progress under authorization of the Post Office Financial Control Act, 
approved only last August 17, 1950. 

Sufficient time has not yet elapsed to make available comprehensive, conclusive 
reports with proper allocation of expense 

We believe that immediate and further attention should be given to the Hoover 
report and that no increase in second-class rates should be authorized by the 
Congress until a more adequate and accurate determination can be made of the 
actual costs of service how rendered and properly applicable to second-class mail 
service. 


Senator Cartson. Mr. Chairman. 

‘The CHatRMANn,. Senator Carlson. 

Senato Cartson. I want you to know, Mr. Canfield, that I appre- 
ciate very much your reading this statement prepared by Mr. White. 
It was my privilege to serve in the House with him. He was the 
listinguished Representative from the State of Ohio and I know of 
his interest in the small newspaper interests of this Nation. Yester- 
day when I flew over Sandusky, Ohio, my thoughts went to Mr. White. 

How many members of your Inland Daily Press are in the State of 
Kansas ¢ 

Mr. CANFIELD. It would have to be 2 guess. I have a roster of our 
membership here. I would say about 25. 

Senator Cartson. Would you mind placing the names of your 
membership in the record ¢ 

Mr. Canritevp. I would be glad to place the entire list of our mem- 
bers in the record, 

Senator Carnson. If there is no objection, Mr. Chairman, I ask 
that that be done. 

The CHamman. It may be placed in the record at this point. 

(‘The list of members is as follows :) 


THE INLAND’S MEMBERSHIP ROSTER 


Colorado: lHineis—Continued 
Boulder, Camera Benton, News 
Canon City, Record Bloomington, Pantagraph 
Fort Collins, Coloradoan Cairo, Citizen 
Fort Morgan, Times Canton, Ledger 
Grand Junction, Sentinel Carbondale-Herrin-Murphysboro, 
Greeley, Tribune Southern Lllinoisan 
LaJunta, Tribune-Democrat Carmi, Democrat-Tribune 
Lamar, News Centralia, Sentinel 
Sterling, Advocate Champaign-Urbana, Courier 
Idaho: Champaign-Urbana, News-Gazette 
Blackfoot, Bulletin Champaign-Urbana, Illini 


Idaho Falls, Post-Register 
Pocatello, Idaho State Journal 
Wallace, Press-Times 

LhOIS : 
Alton, Telegraph 
\urora, Beacon-News 
Beardstown, Dlinoian-Star 
Belleville, Advocate 
Belvidere, Republican 


Charleston, Courier 
Chicago: 
Herald American 
News 
Sun-Times 
Tribune 
Clinton, Journal and Public 
Danville, Commercial-News 
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THE INLAND’s MEMBERSHIP RosteR—Continued 


Illinois—Continued 

Decatur : 

Herald 

Review 

Herald-Review 
DeKalb, Chronicle 
Dixon, Telegraph 
Du Quion, Call 
East St. Louis, Journal 
Edwardsville, Intelligencer 
Effingham, News 
Eldorado, Journal 
Elgin, Courier-News 
Evanston, Daily Northwestern 
Freeport, Journal-Standard 
Galesburg, Register-Mail 
Harrisburg, Register 
Hoopeston, Chronicle-Herald 
Jacksonville: 

Journal 

Courier 
Joliet, Herald-News 
Kankakee, Journal 
Kewanee, Star-Courier 
LaSalle-Peru, News-Tribune 
Lincoln, Courier 
Litchfield, News-Herald 
Macomb, Journal 
Marion, Republican 
Mattoon, Journal-Gazette 
Moline, Dispatch 
Monmouth, Review-Atlas 
Morris, Herald 
Mt. Carmel, Republican-Register 
Mt. Vernon, Register-News 
Olney, Mail 
Ottawa, Republican-Times 
Paris, Beacon-News 
Paxton, Record 
Pekin, Times 
Peoria: 

Journal 

Star 

Journal-Star 

Bradley Scout 
Pontiac, Leader 
Quincy, Herald-Whig 
Robinson, News 
Rockford: 

Star 

Register-Republic 
Rock Island, Argus 
Savanna, Times-Journal 
Shelbyville, Union 
Springfield : 
State Journal 
State Register 
Journal Register 
Sterling-Rock Falls, Gazette 
Streator, Times-Press 
Taylorville, Breeze-Courier 
Watseka, Iroquois County Times 
Waukegan, News-Sun 
West Frankfort, American 
Wheaton, Journal 
Woodstock, Sentinel 


Indiana: 
Anderson: 
Bulletin 
Herald 
Attica, Ledger-Tribune 
| 
| 
| 
| 


Jedford, Times-Mail 
Bloomington : 
Daily Student 
Herald-Telephone 
Bluffton, News Banner 
Connersville, News-Examiner 
Crawfordsville, Journal and Review 
Decatur, Democrat 
Elkhart, Truth 
Elwood, Call-Leader 
Fort Wayne: 
Journal-Gazette 
News-Sentinel 
Frankfort, Times 
Gary, Post-Tribune 
Goshen, News-Democrat 
Hammond, Times 
Hartford City, News-Times 
Huntington, Herald-Press 
Indianapolis, Butler-Collegian 
Kokomo, Tribune 
La Porte, Herald-Argus 
Linton, Citizen 
Logansport : 
Pharos-Tribune 
Press 
Marion: 
Leader-Tribune 
Chronicle 
Chronicle-Tribune 
Michigan City, News-Dispatch 
New Albany, Tribune 
New Castle, Courier-Times 
Peru, Tribune 
Plymouth, Pilot-News 
Richmond, Palladium-Item 
Rochester, News-Sentinel 
Seymour, Tribune 
Shelbyville, News 
South Bend, Tribune 
Valparaiso, Vidette-Messenger 
Warsaw, Times-Union 
Iowa: 
Ames, Tribune 
Atlantic, News-Telegraph 
soone, News-Republican 
Burlington, Hawk-Eye Gazette 
Carroll, Times Herald 
Cedar Rapids, Gazette 
Centerville, lowegian and Citizen 
Charles City, Press 
Cherokee, Times and Chief 
Clinton, Herald 
Council Bluffs, Nonpareil 
Creston, News Advertiser 
Davenport : 
Democrat and Leader 
Times 
Des Moines: 
Register 
Tribune 
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Tue INLAND’s MEMBERSHIP Roster—Continued 


Iowa—Continued 
Dubuque, Telegraph-Herald 
Estherville, News 
Fairfield, Ledger 
Fort Dodge, Messenger-Chronicle 
Fort Madison, Democrat 
Iowa City: 
lowan 
Press-Citizen 
Keokuk, Gate City 
Marshalltown, Times-Republican 
Mason City, Globe-Gazette 
Mt. Pleasant, News 
Muscatine : 
Journal and News 
Tribune 
Nevada, Journal 
Newton, News 
Oelwein, Register 
Oskaloosa, Herald 
Ottumwa, Courier 
Perry, Chief 
Shenandoah, Sentinel 
Sioux City 1: 
Journal 
Journal-Tribune 
Spencer, Reporter 
Washington, Journal 
Waterloo, Courier 
Webster City, Freeman-Journal 
Kansas: 
Arkansas City, Traveler 
Burlington, Republican 
Coffeyville, Journal 
Dodge City, Globe 
Imporia, Gazette 
Fort Scott, Tribune-Monitor 
Garden City, Telegram 
Great Bend, Tribune 
Independence, Reporter 
Tola, Register 
Kansas City, Kansan 
Lawrence: 
Daily Kansan 
Journal-World 
Leavenworth, Times 
Liberal, Southwest Times 
Manhattan: 
Kansas State Collegian 
Mercury-Chronicle 
Norton: 
Telegram 
Ottawa Herald 
Parsons, Sun 
Pittsburg: 
Sun 
Headlight 
Salina, Journal 
Topeka: 
Capital 
State Journal 
Winfield, Courier 
Kentucky : 
Paducah, Sun-Democrat 


| Michigan : 

Adrian, Telegram 
Albion, Recorder 
Alpena, News 
Ann Arbor: 

Michigan Daily 

News 
Battle Creek, Enquirer & News 
3ay City, Times 
Benton Harbor, News-Palladium 
Big Rapids, Pioneer 
Cadillac, News 
Coldwater, Reporter 
Detroit: 

Free Press 

News 
East Lansing, Michigan State News 
Escanaba, Press 
Flint, Journal 
Grand Haven, Tribune 
Grand Rapids: 

Herald 

Press 
Greenville, News 
Hillsdale, News 
Holland, Sentinel 
Houghton, Mining Gazette 
Ionia, Sentinel-Standard 
Iron Mountain, News 
Ironwood, Globe 
Jackson, Citizen Patriot 
Kalamazoo, Gazette 
Lansing, State Journal 
Ludington, News 
Manistee, News-Advocate 
Marquette, Daily Mining Journal 
Marshall, Chronicle 
Menominee, Herald-Leader 
Midland, News 
Monroe, News 
Mount Pleasant, Times-News 
Muskegon, Chronicle 
Niles, Star 
Owosso, Argus-Press 
Petoskey, News 
Pontiac, Press 
Port Huron, Times Herald 
Royal Oak, Tribune 
Saginaw, News 
St. Joseph, Herald-Press 
Sault Ste. Marie, News 
South Haven, Tribune 
Three Rivers, Commercial 
Traverse City, Record-Eagle 
Ypsilanti, Press 

Minnesota: 

Albert Lea, Tribune 
Austin, Herald 
Bemidji, Pioneer 
Crookston, Times 
Duluth: 

News-Tribune 

Herald 








Fairmont, Sentinel 
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THE INLAND’s MEMBERSHIP Roster—Continued 


Minnesota—Continued Montana: 
Faribault, News Bozeman, Chronicle 
Fergus Falls, Journal Lewistown, News 
Hibbing, Tribune Miles City, Star 
International Falls, Journal Nebraska : 
Mankato, Free Press Alliance, Times-Herald 
Minneapolis: Beatrice, Sun 
Minnesota Daily Columbus, Telegram 
Tribune Falls City, Journal 
Star I’remont, Guide and Tribune 
New Ulm, Journal Grand Island, Independent 
Red Wing, Republican Eagle Hastings, Tribune 
Rochester, Post-Bulletin Holdrege, Citizen 
St. Cloud, Times Kearney, Hub 
Stillwater, Gazette Lincoln 8, Daily Nebraskan 
St. Paul: Lineoln 1: 
Pioneer-Press Star 
Dispatch State Journal 
Willmar, Tribune Journal-Star 
Winona, Republican-Herald McCook, Gazette 
Worthington, Globe Nebraska City, News-Press 
Missouri: Norfolk, News 
Boonville, News North Platte, Telegraph-Bulletin 
Cape Girardeau, Southeast Mis- Scottsbluff, Star-Herald 
sourian York, News-Times 
Carthage, Press New York: 
Columbia : Batavia, News 
Missourian North Dakota: 
Tribune Bismarck, Tribune 
Festus, News-Democrat Devils Lake, Journal 
Flat River, St. Francois County Fargo, Forum 
Journal Grand Forks: 
Fulton, Sun-Gazette Herald 
Hannibal, Courier-Post Star 
Independence, Examiner Jamestown, Sun 
Jefferson City: Mandan, Pioneer 
Capital News Minot, News 
Post-Tribune Valley City, Times Record 
News-Tribune Williston, Herald 
Kirksville, Express & News | Ohio: 
Macon, Chronicle-Herald Alliance, Review 
Marshall, Democrat-News Cambridge, Jeffersonian 
Maryville, Forum Canton 2, Repository 
Mexico, Ledger Chillicothe, Gazette 
Moberly, Monitor-Index Cleveland 14, Press 
Monett, Times Columbus 16: 
Nevada, Mail Dispatch 
Poplar Bluff, American Republic Ohio State Journal 
Rolla, News Columbus, Ohio State Lantern 








St. Joseph : Dover, Reporter 
News-Press Elyria, Chronicle-Telegram 
Gazette Findlay, Republican-Courier 
St. Louis 1, Globe-Democrat Fostoria, Review-Times 
Sedalia: Fremont, News-Messenger 
Capital Gallipolis, Tribune 
Democrat Hamilton, Journal-News 
Democrat-Capital Kent, Kent Stater 
Sikeston, Standard Kenton, Denrocrat 
Springfield : Lancaster, Eagle-Gazette 
News Lorain, Journal & Times-Heral« 
Leader & Press Martins Ferry-Bellaire, Times 
News and Leader Leader 
Trenton, Republican-Times Middletown, Journal 
Warrensburg, Star-Journal Mount Vernon, News 
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Tue INLAND’s MEMBERSHIP Roster—Continued 


Ohio—Continued 


Newark, Advocate and American 


Tribune 
Niles, Times 
Norwalk, Reflector-Heraid 
Painesville, Telegraph 
Piqua, Call 
Salem, News 
Uhrichsville, Chronicle 
Warren, Tribune Chronicle 
Willoughby, News-Herald 
Wooster, Record 
Zanesville : 
Times-Recorder 
Times-Signal 
Ontario, Canada: 
Galt, Reporter 
Kitchener-Waterloo, Record 
St. Catharines, Standard 
South Dakota: 
Aberdeen, American-News 
Brookings, Collegian 
Huron, Huronite & Plainsman 
Lead: 
Call 
Pioneer Times 
Madison, Leader 
Mitchell, Republic 
Rapid City, Journal 
Sioux Falls, Argus-Leader 
Vermillion, Volante 
Watertown, Public Opinion 
Yankton, Press and Dakotan 
Utah: 
Logan, Herald-Journal 
Ogden, Standard-Examiner 
Salt Lake City 10: 
Tribune 
Telegram 
Wisconsin : 
Antigo, Journal 
Appleton, Post-Crescent 
Ashland, Press 
Baraboo, News-Republic 
seloit, News 


Chippewa Falls, Herald-Telegram 


Eau Claire: 
Leader 
Telegram 


Wisconsin—Continued 


Fond du Lac, Commonwealth-Re- 
porter 
Fort Atkinson, Daily Jefferson 
County Union 
Green Bay, Press-Gazette 
Janesville, Gazette 
Kenosha, News 
La Crosse, Tribune 
Madison 5, U. W. Cardinal 
Madison 1: 
Capital Times 
State Journal 
Mantowoc, Herald-Times 
Marinette, Eagle-Star 
Marshfield, News-Herald 
Merrill, Herald 
Milwaukee 1: 
Journal 
Sentinel 
Marquette Tribune 
Monroe, Times 
Neenah-Menasha, Twin City News- 
Record 
Oshkosh, Northwestern 
Portage, Register & Democrat 
Racine, Journal-Times 
Rhinelander, News 
Shawano, Leader 
Sheboygan, Press 
Stevens Point, Journal 
Superior, Telegram 
Two Rivers, Reporter 
Watertown, Times 
Waukesha, Freeman 
Wausau, Record-Herald 
Wisconsin Rapids, Tribune 


Wyoming: 


Casper, Tribune-Herald 
Cheyenne: 

Wyoming Eagle 

State Tribune & Leader 
Laramie: 

Bulletin 

Republican-Boomerang 
Rawlins, Times 
Rock Springs, Rocket-Miner 
Sheridan, Press 
Worland, Northern Wyoming News 


The Cuarmman. Mr. James F. O'Neil. of the American Legion. 


STATEMENT OF JAMES F. 0’NEIL, DIRECTOR OF PUBLICATIONS, 
ACCOMPANIED BY MILES D. KENNEDY, LEGISLATIVE DIRECTOR, 
THE AMERICAN LEGION 


Mr. Kennepy. My name is Miles D. Kennedy and I am the legis- 


lative director of the American Legion. 


Appreciating, as we do, the 


shortness of time, gentlemen, we will be ver y brief. I have only one 
Witness to present, Mr. James F. O'Neil, the director of publications 
of the American Legion. Mr. O’Neil’s statement was filed by me yes- 


terday with Mr. Latimer. 
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Mr. O’New. Mr. Chairman and members of the committee, the 
American Legion Magazine is the official publication of the American 
Legion, a patriotic, nonprofit corporation chartered by act of Con- 
gress. Its publication, production, and distribution is financed by 
revenue from the members of the American Legion in return for an 
annual subscription price of 75 cents per member, which is paid as 
part of his national = 

Technically speaking, the American Legion Magazine in 1950 made 
a profit of $316,516.01, the difference between the circulation—the 75- 
cent allocation of each member’s dues—and the advertising revenue 
and the total operating cost. 

The word “technical” is used adv isedly because the $316,516.01 thus 
acquired was diverted to the general fund to help defray the ~ pacang 
of the child-welfare, rehabilitation, Americanism, and national secu- 
rity programs. 

Based on the experienc e of the first 3 months of 1951, it is certain 
that we will not realize $316,000 this year. Increased operating costs, 
which will exceed $200,000 and probable decreases in advertising and 
circulation revenue, will reduce this narrow margin of technical profit 
to aon than $100,000. 

1046 would jump our operating costs $100,000 in the first yea 
alata $50,000 in the second year ; and $50,000 more in the third year. 
Actually this would mean that the American Legion magazine would 
be egitinted out of existence in 1952 unless the national dues were 
up ped and advertising revenue increased. The factors militating 
against such possibilities are many. 

The American Legion Magazine has no newsstand sale and no effort 
is made to secure outside subse ‘riptions. 

Because virtually the entire distribution of the magazine is through 
second-class mailing, the proposed increases in postal rates would 
have a very serious effect upon the operation of the American Legion 
Magazine. The figures submitted herein speak for themselves. 

It should be borne in mind that none of the profit made from the 
operation of the American Legion Magazine goes to any individual or 
to any organization except the American Legion. As stated previ- 
ously, this profit becomes a part of the nation: al revenue of the Ameri- 

can Legion to promote its rehabilitation, child-welfare, Americanism, 
and other worth-while objectives. 

The American Legion as a national organization during its 32 years 
of existence has never deemed it advisable to raise its national dues to 
permit a greater subscription revenue for its official publication. It 
has always been its objective to keep the national dues at. the lowest 
possible amount so that no veteran can be deprived of his right to join 
the American Legion because of financial considerations. 

It may be of historical interest to you that the cauet . of the Ameri- 

can Legion, which was held in St. Louis, Mo., May 8, 9, and 10, 1919, 
appointed a publications committee which is composed of one repre- 
sentative from each of the then departments of the American Legion, 
and this committee, after considering the advisability and necessity 
of having an official organ, submitted the following recommendation 
to the caucus, Which recommendation was uni inimously approved : 

The committee on publications recommends that this caucus of the American 


Legion inaugurate a national publication which shall be the Legion’s exponent 
of Americanism; that this, the sole and only publication of the American 
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Legion, be owned and directed by the Legion for and in the interest of all 
Americans; that the publications committee be continued that it may proceed 
as organized with the details of founding this publication, with the advice and 
under the control of the executive committee of the American Legion, which 
shall add such specially qualified members to the publications committee as it 
may see fit; and this publication shall be a national nonpartisan, nonsectarian 
organ for the service of the American people, a champion of Americanism which 
means independence, security, health, education, greater contentment, progress 
for every patriot, to be the torch, the beacon light thrown into our hands by the 
Americans who fell, and held as a unique and living monument to that other 
legion which did not come back. 


The first issue of the American Legion Weekly, consisting of 30 
pages, including the cover, was issued on July 4, 1919, and on the 
cover appeared | the following cablegram from the General of the 
Armies: 

CHAUMONT, FRANCE, June 15, 1919. 

“It gives me much pleasure to extend to the American Legion my hearty good 
wishes for success on the occasion of the first issue of the official paper of the 
society of veterans of the great war period. The Legion is destined to be of 
tremendous value in fostering the ideals and purposes for which we fought, and 
in spreading among our people the lessons learned in the war. The American 
Legion Weekly, as the medium of communication throughout the country, will 
more closely unite the already strong bonds of comradeship among the mem- 
bers. I predict a most useful future for the Legion and the loyal support of 
all for the new weekly. 

PERSHING. 


_ The first editorial matter, appearing on page 6, was entitled “The 
Spirit of the Legion” and was as follows: 


The American Legion Weekly is born on this one hundred and forty-third 
anniversary of the signing of the Declaration of Independence. Appropriately 
so. The principles and ideals of that epochal document in human liberty are 
those of the American Legion, which the American Legion Weekly represents. 

The Legion itself is a spontaneous expression of purpose by those millions of 
Americans who helped crush autocracy. Out of their common experience 
throngh the dark months of the war has grown a comradeship and a patriotism 
which is vitalized by their organization into this single concrete force which 
will stand always as a barrier against the forces of greed, ignorance and chaos. 

The American Legion is the epitome of that Americanism for which it stands. 
Its voice is the majority voice of its members; its will the will of the many. 
Spontaneous in inception, it has been democratic in its development. There 
are no titles recorded on its rolls. It is free of rank, of caste—and of par- 
tisanship. If it seeks in a full measure to serve those who were in service, it 
seeks in fuller measure to serve America. 

In this spirit the American Legion has entered upon its mission. In this 
spirit the American Legion Weekly sets upon its way. 

The American Legion Weekly, however, was not a success finan- 
cially in that the 75 cents per member, plus advertising, was not 
sufficient to cover the cost of its operations, and a change from a weekly 
to a monthly was authorized by the 1925 convention at Omaha, Nebr., 
and became effective in the middle of the year 1926, the first issue 
of the American Legion Monthly being published and distributed 
with the July 1926 issue. 

The American Legion at its national convention in 1935 author- 
ized the publication and distribution to all of its members of another 
publication—a monthly newspaper of tabloid size. Ten cents of the 
sum allocated to the American Legion magazine as a subscription 
price was set aside as a subscription price for the National Legion- 
naire. 

Effective January 1, 1948, in the interest of economy, the National 
Legionnaire was limited to six issues each year—three of which issues 
were four pages and three issues were eight pages. 
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Effective January 1, 1949, the National Legionnaire was discon- 
tinued as a separate publication and is now carried as an 8- -page insert 
in each month’s issue of the American Legion magazine, and all of 
the 75-cent subscription revenue is now used to partially finance the 
magazine. 

I know that the members of this committee are familiar in at least 
a general way with the work which the American Legion does through- 
out the United States in making positive contributions to preserving, 
protecting, and defending our American w ay of life. The American 
Legion magazine is in the forefront of this battle, inspiring the in- 
dividual Legionnaire and the post with which he is affiliated not only 
to oppose communism and all other authoritarian forms of govern- 
ment, but to support the Legion programs—of rehabilitation of the 
disabled of both world wars, child welfare, Boy Scouts, junior base- 
ball, citizenship training, school awards, and the many other projects 
which give form and substance to that section of the Legion’s consti- 
tution which seeks “to inculcate a sense of individual obligation to 
the community, State, and Nation.” We believe that this magazine 
provides vital support to this varied, farflung program. 

The proposed increase in postal rates which is currently before 
your committee would, the American Legion feels, destroy the 
American Legion magazine, a circumstance which would drastically 
curtail our organization’s contribution to this country’s welfare and 
would actually play into the hands of America’s enemies. 

The American Legion is grateful that its official publication dur- 
ing all the years of its existence has, by proper action by the Congress 
of the United States, been a part of the group known as special-rate 
publications—those that are maintained by and in the interest of 
religious, educational, scientific, philanthropic, agricultural, labor, 
fraternal, and congressionally chartered veterans’ organizations or 
associations not organized for profit, which now receive a special pref- 
erence in that the “higher zone rates on advertising portions are not 
applicable to them. 

The American Legion feels that the American Legion magazine 
should continue to receive that preference and therefore opposes the 
propsed increases in postal rates as set forth in S. 1046. 

As you know, part of the national dues, that is, the dues of each 
member, ar » alloc ated to the national organization, and of that sum, 
which averages $5 per year a member for his complete membership, 
75 cents is allocated to the American Legion magazine, whieh would 
constitute its subscription price. This $ $316,000 that the American 
Legion Magazine made in 1950 did not revert to any individual or any 
stockholder, it reverted to the national or ganization and was applied 
to the programs that I referred to, and because of that fact we ask 
to be exempted, because the increased operating costs which are going 
to develop this year indicate that any profit that might otherwise 
accrue would be eliminated. At the present time we expend about 
$175,000 for postage. Our magazine is restricted to the membership, 
it does not appear on the new sstands. We do not conduct any cam- 
paigns for subscription or circulation. Our costs of operation were 
about $2,956,000 last year, so that our postal charges represent about 
6 percent of our cost of operating. If S. 1046 was applied, that would 
double our cost and actually put us out of existence. 
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Senator Wetker. You can rest your case right there. I would not 
waste any more time. There happen to be a few of us around here that 
take that magazine. 

The CHAIRMAN. Knowing exactly how it is financed and how it is 
run, and that a great many of the people that write for that magazine 
do not receive anything for their work, I know you have made out a 
pretty good case. The “work that you are doing in rehabilitation and 
welfare and Americanism is worth the price that you pay. 

Mr. Kennepy. Mr. Chairman, Mrs. Willis C. Reed has a one-page 
statement to make. 

The Cuarrman. Very well. 


STATEMENT OF MRS. WILLIS C. REED, NATIONAL PRESIDENT, THE 
AMERICAN LEGION AUXILIARY 


Mrs. Reep. Mr. Chairman and members of the committee, National 
News of the American Legion Auxiliary is the official national publi- 
cation of the American Legion Auxiliary, a non-profit organization 
of women dedicated to aiding in the work of the American Legion. 
Each adult member of the American Legion Auxiliary receives Na- 
tional News for an annual subscription price of 25 cents, paid with 
her annual dues. The entire cost of publishing and distributing the 
publication is paid out of this 25 cents per member subscription fee, 
no advertising being carried. 

Present cost of producing and delivering National News to a sub- 
scriber for 1 year requires practically all of the 25 cents subscription 
fee. As the vast majority of American Legion Auxiliary members 
are wives of war veterans who are facing the problem of meeting in- 
creased household expense, any increase in the subscription price at 
this time is considered impractical. Therefore. any large increase in 
the cost of National News would force suspension of the publica- 
tion. 

The increased postal rates as proposed in S. 1046 would increase 
the mailing cost of National News by 66%4 percent the first year, 
estimated from the proposed minimum ‘charge of one-eighth of a cent 
per piece. This increase would amount. to “aproximately $6,000 per 
vear, which, added to other increases in costs, would exceed the amount 
available for the support of the publication. 

We feel that National News is highly valuable in keeping the Amer- 
ican Legion Auxiliary’s nearly 1 million women, grouped in 18,560 
local units, informed on the work of the organization. Since this 
work is devoted largely to patriotic education, combating communism, 
rehabilitation of disabled war veterans, welfare of children of vet- 
erans, and national security, we think the keeping of our members 
informed and active is of importance to the Nation. We, therefore, 
wish to record our opposition to the increases in second-class postal 
rates as proposed in S, 1046. 


STATEMENT OF A. M. DOWNER, ASSISTANT LEGISLATIVE OFFICER, 
VETERANS OF FOREIGN WARS 


Mr. Downer. My name is A. M. Downer and I am the assistant 
legislative officer of the Veterans of Foreign Wars. I would like to 
submit the statement of Mr. Omar B. Ketchum, the legislative direc- 
tor of the Veterans of Foreign Wars of the United States. 
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(The statement referred to is as follows :) 


STATEMENT OF OMAR B. KetcuHuM, LEGISLATIVE Drrecror, VETERANS OF FoREIGN 
WARS OF THE UNITED STATES 


Mr. Chairman and members of the committee. My name is Omar B. Ketchum. 
I am director of the national legislative service of the Veterans of Foreign Wars 
of the United States, an organization composed exclusively of men who have 
served in the Armed Forces of the United States on foreign soil or in hostile 
waters during some war, campaign, or expedition in which the United States 
has been involved, including Korea. 

I appreciate the opportunity of appearing before this committee to express the 
views of the Veterans of Foreign Wars in regard to S. 1046. This legislation, 
if enacted by the Congress without amendment, poses a threat against the future 
existence of our national organization. To properly explain, I think I should 
first advise that our organization is primarily maintained by means of annual 
dues paid by the members. We have a membership of approximately 1,200,000 
who pay annual dues, out of which $1 comes to our national organization to 
distribution. This indicates the importance we attach to the VF W Magazine 
This national per capita tax of $1 has existed since established by our national 
encampment in 1913. Proposals to increase the per capita tax have been fre- 
quently considered but have always been rejected. We are trying to do business 
on a 1913 scale of income. The dollar per capita tax has become so firmly es- 
tablished it is doubtful if it can be increased and in any event it could only 
be done by majority action of the national encampment which is held but once 
each year. No agency or department of our organization has the authority to 
make immediate income adjustments to meet changed expenditure situations 
as can be done by profit corporations. Consequently, it might be a full year 
if at all—before we could increase our dues so as to meet substantially increased 
costs oceasioned by a change in postal rates. The quality of immediate action 
possessed by profit corporations places them in a distinctly more favorable 
position in this regard. 

The amount raised by our national dues is small when one considers the num- 
ber and scope of the activities of our organization among which it must be ap- 
portioned. These activities are public in character, such as the program con- 
ducted by our national department of Americanism. This department alone 
sent out nearly 50,000 pieces of mail the past year and conducted an extensive 
patriotic program throughout the entire Nation—-not the least of its activities was 
the sponsorship last year of Loyalty Day parades and celebrations in 400 cities 
in the Nation, in addition to a Nation-wide community service program. 

Our national department of athletics, recreation, and youth activities has been 
conducted on the principle that the greatest asset any nation can have is its 
youth. The activities of this department benefit the entire Nation and though 
I shall not take time to describe the extent of our national athletic and recrea- 
tional program you might get some idea of it from the fact that in 1949 we 
sponsored 602 separate Boy Scout troops. Softball and marble tournaments 
are also a part of our program. 

Our rehabilitation service maintains trained service officers in all the territories 
and States of the Union and thereby extends to all veterans, including those who 
are not members of our organization, this highly specialized service. This service 
is rendered entirely free of charge and as an indication of its extent I am pleased 
to advise that during the last year this service processed 194,295 separate claims 
involving more than $104,000,000. 

Without describing our numerous activities in support of the najtional defense 
program, the Armed Forces, and in various other fields, I think I have given a 
sufficient review of our activities to enable you to see the public character of 
the program of our organization. None of the income of the organization inures 
to the benefit of any individual or member. It is nonprofit but it is also more 
than that, for, as I have shown, the benefits of its varied and extensive program 
are not limited to its members but extend equally to other groups and to the 
publie at large. In fact, the claims processed by our rehabilitation service give 
to our organization a quasi-governmental character for it has relieved the 
Veterans’ Administration of a burden that would have required the employment 
of additional Government workers. This quasi-governmental character is also 
evidenced, in a more indirect manner, by the fact that our various services 
handle hundreds of inquiries of such a nature that they would ordinarily be 
directed to Members of Congress and Government officials. 
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I think we all agree that the cost of the operation of the postal service should 
be borne by those who benefit from the use of the service. Here the unanimity 
disappears, however, for there is considerable disagreement as to who are the 
real beneficiaries. Some even go so far as to gay that the sender of mail is 
the only beneficiary of the use of the mail service. In some instances this is 
no doubt true. However, I know that this committee, from the extensive hear- 
ings it has held, has a much broader view of the varied and complex factors 
that enter into an equitable distribution of the cost of operation of the postal 
service. I have sincerely endeavored to approach this problem objectively. 1 
believe and hope the committee will agree that the use our organization makes 
of the postal service is such that the general public is a real beneficiary of it. 
If the committee does so agree, then it only seems logical that public or General 
Treasury funds should be used to defray a portion of the cost. 

The VFW Magazine is published monthly and sent to each member of our 
organization. While it represents only one of our many activities, approxi- 
mately one-half of our national dues is required to finance its publication and 
distribution. This indicates the importance we attach to the VFW Magazine 
in maintaining our national organization. It is the medium through which we 
maintain contact with the individual members. It is not and never has been 
profitable—consequently we have given the strictest attention to maintaining 
every possible economy in its publication and distribution and have resorted to 
all possible means to increase its income. We know from long experience and 
experimenting that it will never be possible to obtain more than one-fourth 
of the cost of publishing our magazine from advertising revenue, even though 
our magazine is in the forefront of similar magazines in this respect. 

In addition to the VFW Magazine the Ladies Auxiliary publishes a monthly 
bulletin which is as important to the continued existence of the Ladies Auxiliary 
as the VEFW Maguazine is to the Veterans of Foreign Wars. The proposed in- 
crease in second class mail rates will in 3 years increase the cost of distribution 
of these two publications to approximately $116,000 annually. Under present 
revenue such a cost increase would either require a suspension of publication 
or a curtailment of some of our welfare or service activities. 

| know of no reason why the Veterans of Foreign Wars should be treated 
differently than other reputable veterans organizations and, therefore, I have 
no hesitancy in asking the committee to amend S. 1046 by exempting veterans 
organizations which are chartered by Congress from any increase in second 
class postal rates. 

I thank the committee for their attention to the views of our organization 
and hope you will agree that the exemption of nationally chartered veterans 
organizations from increase in sectiond class postal rates is in the public and 
national interest. 


Senator Weixer. Mr. Downer’s testimony, I presume, will be the 
same as the gentleman who preceded him on the stand. If this bill, 
S. 1046, will in any way prejudice the Veterans of Foreign Wars in 
their publications [ do not think he needs to take the time as far as 
the Senator from Idaho is concerned. 

The Cratrrman. We want to do everything we possibly can to 
help in the situation. The only thing we are trying to do is to find 
out the facts, and I think most of us know what the situation is with 
reference to the Veterans of Foreign Wars and the American Legion. 

Mr. Downer. Whatever is the pleasure of the committe, Senator. 

Senator Weiker. If S. 1046 is enacted in its present form it will, in 
effect, put you out of business? 

Mr. Downer. Yes, sir. 

Senator Weixer. That is all. 

Mr. Downer. I think, basically, Senator, we tried to approach this 
openly and not be unreasonable in our demands. We do feel the 
beneficiaries of the postal service are the ones who should pay the 
cost of the operation of the postal service, but who are the bene- 
ficiaries is a difficult question that you gentlemen must determine. 

The Cuarrman. I know exactly what you are up against. 
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Mr. Latrmer. As counsel for the committee may I direct this ques 
tion to you, Mr. Downer, and the other veterans’ publications, since 
their problems are somewhat the same. Are you prepared to offer a 
suggested amendment that will take care of your situation ? 

Senator Weixer. [f he isn’t I will. 

Mr. Downer. We could do so. We did not prepare one, and I did 
not include one in the statement, because our statement deals en 
tirely with second-class postal matters and I think there are othe: 
veterans who are more concerned in third class than in second class. 

Mr. Larimer. I might say for the benefit of Senator Welker, last 
year they offered an amendment that was quite helpful to us as we 
studied the bill. 

The CHarrman. May I suggest, then, that it would not hurt to 
present one to the committee. 

Mr. Downer. Very well. 

The Cuairman. If we can have it before us it may be helpful to us. 

Mr. Downer. Very well. 

The CHarrman. But in drawing it up I suggest that you make it 
as general as possible, not only to cover you but the American Legion 
and all the other service organizations. 

Mr. Downer. Very well. 


STATEMENT OF MRS. MARGIE MALMBERG, DIRECTOR, WASHING. 
TON OFFICE, AMERICAN LIBRARY ASSOCIATION 


Mrs. Matmperc. I am Mrs. Margie Malmberg, director of the 
Washington office of the American Library Association, a profes 


sional organization of the country’s 20,000 librarians, trustees, and 
friends of libraries. 

The American Library Association is most appreciative of the 
great public service rendered by the Post Office Department in pro 
viding an nee ensive medium for the dissemination of goods and 


services to all the people of the land. While we believe the majorit) 
of our citizens recognize these services for their true worth Congress 
might well, in a statement of purpose, clearly define those public serv- 

ice “features to eliminate : ny misinformation or unwarranted accusa 
tions regarding postal deficits. Those services which most nearly fall 
into the category of public service should be clearly defined with an 
appropriate recognition of deficits. It is our understanding that the 
Post Office Department was not established as a profit-making bus 

ness. 

We have long apprec iated the foresight of Congress in inaugurating 
quick and inexpensive methods of communicating ideas and inform 
tion. We have profited from your policy to accord a special rate to 
public library books. It has helped libraries with limited budgets to 
extend their services to rural areas. It has also helped through | inte! 
library loans with other libraries; it has helped us to inexpensively 
supplement each other's collections and multiply the usefulness of 
books to individuals. As you know 33 million Americans are without 
access to a local public library, and those people fortunate enough to 
know of the services of their State libr ary rely upon it to supply them 
with books, pamphlets, periodicals, and film by mail. Generally, too. 
these same people forward their requests by Government card. The 
special book rate is a boon to servicing rural people either from a local, 
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regional, or State library. At the same time we nt always proposed 
that books be approved for mailing at the second-class rate for reading 
inatter. 

We regret that in 1925 Congress gave the ICC the right to fix fourth- 
class rates. We urge that the authority be returned to C ongress to 
adjust rates according to the total postal picture. Frankly, we will be 
affec ‘ted financially, from $300,000 to $500,000, and seriously incon- 
venienced by the proposed ICC rate increase and size of package limi- 
tations. The library book rate only affects the library book rates be- 
tween public libraries, between libraries and their patrons, and vice 
versa. 

While ALA represents all the libraries of the country, I will speak 
primarily for the public libraries since others will be speaking for 
schools and colleges. Of our 7,400 public library systems, 2,222 of 
them have less than $1,000 for all expenses including heat, light, rent, 
personnel, books, and periodicals; and 1,916 have from $1,000 to $4,000 
budgets. Considering such budgets it is apparent why we are increas- 
ingly concerned with any increases in our expenditures, Any increase 
in rates would further restrict already inadequate service. 

Libraries are users of postal cards for overdue, reserve, and other 
notification services, for ordering materials, and for quick, easy refer- 
ence to patrons. We estimate the increase to 2 cents would cost public 
libraries at least $100,000, 

In 1948 American public libraries alone spent $13 million for books 
and periedicals. About $3 million was spent for periodicals and $10 
million for books. After much checking with authorities we have 
estimated that the current expenditures for postage on these magazines 
would be no less than $150,000 for the estimated 750,000 periodicals. 
The doubled rates would amount to a $300,000 cut in our periodical 
budgets. 

As you know 90 percent of all libraries are Government agencies, 
either Federal, State, or local, and as such are tax supported. Any 
increase in postal rates means either an increase in tax rates or curtail- 
ments. With the growing talk of economy prospects for increases 
are slim, 

A final word on our own organization’s professional periodical, the 
ALA Bulletin with its current postage costs of roughly $1,200 a year. 
Should the postage rate on such nonprofit professional journals 
double, the bulletin would have to be restricted either in size or quality 
since previous budgetary cuts eliminated a reserve fund. 

We are grateful “for this opportunity to explain how adversely any 
increase in postal rates will affect the libraries of the country. We 
have appreciated your previous thoughfulness of our cause, and hope 
you w A consider the plight of public s service institutions designed to 


supply needed information to all ages and classes of people. 

The Carman. Thank you, Mrs. Malmberg. 

Mr. Larower. Mr. Chairman, I have the statements of Mr. James 
B. Cook, Jr., of Wake Forest, N. C., and Mr. Harold McAvoy, the 
national president of the National Association of Post Office and 
Postal Transportation Service Mail Handlers, Watchmen and Mes- 
sengers, to be inserted in the record. 
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The Cuamman. Without objection, they may be inserted in the 
record. 
(The statements referred to are as follows :) 


STATEMENT OF JAMES B. Coox, Jr., WAKE Forest, N. C. 


At this time I hope that the Senate Committee on Post Office and Civil Service 
will adopt a positive approach to the postal rate problem, which the committee 
has declined to meet for several years. Regardless of in what operations or 
services the deficit occurs, it is still a fact that the Postmaster General has to 
draw each vear on the Treasury for $500,000,000 of general tax revenue in addi- 
tion to postal receipts in order to operate the postal service, and it is further 
true that a deficit of that size must be made up in large part by an increase of 
rates, regardless of additional mechanization or operating economies. 

The Postmaster General’s recommendations have my support in general, al- 
though I do not think they go far enough. I support particularly the increase 
on second-class and special services. 

Opponents of the second-class increase will bring forward the following 
arguments: 

(1) That the cost ascertainment system is faulty and that too large a propor- 
tion of the deficit is assessed against second-class. 

(2) That the publishers themselves perform a number of postal functions 
in the mailing of their publications, for which they receive no credit in the 
cost ascertainment. 

(3) That the Department does not offer speedy and timely service to the pub- 
lishing industry and its rates are in excess of those quoted by private transporta- 
tion services for better services. 

My comments are as follows: 

(1) The publishers have never produced any compelling proof from an account- 
ing standpoint that the cost ascertainment as set up now is faulty, but have in 
general put forward their own opinions. I concede that evidence has been pro- 
duced that the cost ascertainment work is or was not carefully done in at least 
one large post office, however. 

(2) For the low rates charged, the publishers should be expected to perform 
some of the elementary postal functions, since the rate charged in most cases 
does not even cover transportation costs to the Department. 

(83) Other mail than second-class must be carried, and the Department cannot 
afford to set up a separate transportation system with schedules purely for the 
convenience of publishers. In fact, why should it do so if the publishers are 
able, as they say they are, to obtain better and cheaper service elsewhere? 

The statement that cheaper service is available to the publishers elsewhere is 
open to question in my mind. The post office delivers directly to the subscriber's 
door, whereas if private truck or baggage shipments are made, the publishers 
must employ a distributor or newsboy at the point of delivery to get the publica- 
tion to the subscriber, and usually the newsboy or distributor is paid a sum in 
excess of the postage paid to the Post Office Department for the same service. 
In the case of “exceptional dispatches,” if the publisher did not use the post 
office for final delivery, he would have to pay a newsboy more than he would pay 
the post office. 

Without regard to any data submitted by either the publishers or the Depart- 
ment, it is obvious even to the layman that the present second-class rates which 
have been in effect since 1934 (with only slight changes since 1925) are utterly 
out of line with the price and wage trends of the past several years. 

On the other hand leaving aside the merits of the Department’s rate requests, 
I consider that the Department is able to effect further far-reaching operating 
economies, particularly as follows: 

(1) Fourth-class post offices, of which there are too many. A table is attached 
showing data regarding these offices, and it is seen that there is a wide variation 
between States unexplainable either on the basis of population density or other 
peculiar conditions. 

Why are 1,808 fourth-class offices needed in Kentucky, when Alabama, a larger 
State with approximately the same population, gets along with only 516? The 
same thing is true of Maryland and Pennsylvania, which are in drastic contrast 
to the four States immediately below them on the list. The question is especially 
pertinent when one realizes that the operation of every fourth-class office in the 
United States is a loss, since a fourth-class postmaster’s salary is always in 
excess of the receipts of his office. 
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I could take the post route maps and scheme distributions and demonstrate 
that one-third to one-half of the fourth-class offices in Virginia, West Virginia, 
and Kentucky could be eliminated without detriment to the service or any 
considerable complaint from the public. 

The discontinuance of post offices is vested by law (39 U. S. C. 2) in the 
Postmaster General. The Department for some years has had a successful con- 
solidation program for rural routes, and I can see no reason Why the same 
principles cannot be applied to fourth-class post offices. 

(2) An effective personnel program. In most of the larger offices assignments 
of personnel to jobs is done by a bid system among the employees, in such a 
manner that seniority is almost always the sole determining factor to the ex- 
clusion of any others, and the result is that the Department actually exer 
cises rather nominal control on assignments. 

This is very clearly brought out in the General Accounting Office report on the 
Los Angeles post office (H. Rept. 2391, SOth Cong., 2d sess., pp. 41-45), which 
was very thoroughly done. The General Accounting Office investigators stated: 
“The system of permitting regular employees to bid on jobs and the assignment 
to the bidder of a job because of seniority has practically eliminated any reason 
for an employee to produce to the best of his ability and has caused waste 
and extravagance in certain functions of the office as well as in individual jobs.” 

That is a serious statement in view of the fact that 80 percent of the Depart- 
ment’s expenditures are for personnel. 

This report was submitted to the House on June 17, 1948, and I have not learned 
since that time that the Department has made any effort to overhaul personnel 
practices. 

(3) Closer supervisison of post offices. At present, routine inspection of post 
offices does not go beyond a check-up to ascertain that financial responsibility is 
met and that the law in general is followed. Any other supervision is generally 
exercised by the Department through correspondence. I advocate strongly a 
substantial increase in the complement of inspectors, as I feel that if each 
post office could be carefully checked on minor details of administration, fur- 
ther savings can be effected, especially in such items as supplies and utilization 
of clerical personnel. 
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States in order of population density showing number and ratio to population 
of fourth-class post offices 


: Density of | Ratio of 
Number of | population | population to 
7. fourth-class (based on | number of 
| (1950 census) aan 
| (1950 census) | Host offices | | land area of | fourth-class 
| | | State) | post offices 
| | 


Population 


Rhode Island } 5 | 748.6 | 56, 500 
New Jersey , 835, 642.8 | 38, 071 
Massachusetts .| ; J } 593 | 31, 273 
Connecticut a 2, 007, 58 | 409. 6 | 34, 603 
New York | 309 22, 300 
Maryland 2, 343, 287 | 237 8, 164 
Pennsylvania 23 10, 005 
Onio 193.3 | 15, O51 
Delaware ; ; 160.7 15, 900 
Illinois 155 17, 816 
Michigan lll | 19, 728 
Indiana 108.7 | 11, 403 
West Virginia 83 | 1, 328 
North Carolina 82.7 | 670 
Virginia 81. ¢ 752 
rennessee 78 

Kentucky ‘ i 73 
Idaho ; 71 
South Carolina. b ‘i 2, z | } 69. 2 
California 586 | 67.5 
Wisconsin 61 
Alabama 59 
Louisiana . i 59 
New Hampshire- ‘ | } 59 
Georgia. - ade 58. 
Missouri 57 
Florida 51 
lowa. 46 
Mississippi 46 
Vermont 378, | 8 | 40. 
Montana 5 
Arkansas 
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STATEMENT ON §, 1046 


Ur. Chairman and members of the Committee on S. 1046: 

Our organization would like to go on record as endorsing the provisions as 
outlined in S. 1046, which provides for readjustment of postal rates. 

I sincerely hope that you and the members of your committee will favorably 
report on this meritorious piece of legislation. 

Thank you for the privilege of appearing before you. 

Respectfully submitted. 

Haroitp McAvoy, 
National President, National Association of Post Office and Postal Trans- 
portation Service Mail Handlers, Watchmen, and Messengers. 


APRIL 3, 1951. 


Mr. Larimer. Most of these are in favor of the bill, although some 
are not: A letter from Mr. E. A. Meeks, national secretary, National 
League of District Postmasters; a suggested amendment which is in 


line with the amendment to S. 1103 from Mr. A. J. Burnes, president 
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and manager of the National Railway Publication Co., and it deals, 
Mr. Chairman, with the technical problem involving the Official Guide. 
I think we can deal with it later. 

The Cuamman. We had that before us. 

Mr. Larimer. Mr. Chairman, we have a letter from the Blood-Horse 
of Lexington, Ky.; letters from E. A. Meeks, national secretary, 
National League of District Postmasters, 1110 F Street NW., Wash- 
ington, D. C.; National Railway Publications Co., 424 West Thirty- 
third Street, New York. 

The CHarrman. Without objection, they may be inserted in the 
record, 

(The letters referred to are as follows :) 


LEXINGTON, Ky., April 5, 1951. 
Hon. OLIN D, JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Senate Office Building, 
Washington, D.C. 

The Blood-Horse, a weekly magazine, respectfully asks you and the other 
members of your committee not to approve S. 1046, the postal rate bill, unless 
such approval is part of a general change in policy by the Government of the 
United States of America. Thus this is a qualified protest, with the qualifica- 
tions listed as follows : 

(a) Recognizing that our Government was set up for the convenience and 
benefit of the people as a whole and that second-class mail was established to 
enable the people to obtain information at low cost, we feel that a general prin- 
ciple of government, as well as a question of finance, is involved in the vote 
on 8S. 1046. 

(bo) If Government is to make charges, in addition to taxation, to make its 
services pay their own way, users of highways, waterways, airways, and other 
Government-supported services must pay much higher fees than they are paying 
today. Farmers must puy for Government grading, extension service, etc. There 
is no end to the field. 

(c) If the Congress and the President decide that governmental policy is to be 
changed as outlined in (b) above, we wish to withdraw this protest. 

(ad) If the Congress and the President intend to see to it that higher second- 
class rates will lead to elimination of unwarranted delays (specific instances 
cited elsewhere herein), we wish to withdraw this protest. 

(e) If the Congress and the President intend to continue to extend highway, 
waterway, airway, agricultural, and hundreds of other services to the heaviest 
users of these services at fees which cover only a fraction of the cost of these 
services, We ask that the Government mail service be extended on the same 
basis, as now, to publications. 


THE BLOOD-ITORSE CASE IN PARTICULAR 


While we believe the general principles are the most important in this case so 
far as the committee and the people as a whole are concerned, we give the fol 
lowing facts pertaining particularly to the Blood-Horse: 

The Blood-Horse is a weekly magazine published primarily for the benefit of 
breeders of thoroughbred horses. Its editorial content is aimed to keep them in- 
formed on developments in breeding, results of past breeding, veterinary science, 
farm practices, trends affecting breeders, etc. Breeding thoroughbred horses is 
an important economic part of farm life in the areas served by the Blood-Horse. 

The Blood-Horse is a small magazine from the standpoint of circulation. 
Its bulk postage amounts to only $3,000 a year ordinarily, but the previsions 
of S. 1046 would increase this figure soon to $6,000. Our business is not 
booming. We do not carry 70- or 80-percent advertising, but are lucky if we 
average 60 percent. Our business in 1950 was not as good as it was in 1946 
or 1947, and our 1951 business is worse than it was in 1950. We have tried 
to avoid raising our prices since we do not favor inflation. S. 1046 would be 
just one more item to force us to join the inflation movement. 
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War and rumors of war—fine for most lines of business—decreases our 
business. Breeders fear that war will curtail racing and they curtail their 
expenditures with us accordingly. It is to be remembered that breeders this 
year are beginning the product which will not be sold until 1953 or 1954. Thus, 
continued talk of the Big Bear makes them fear a big war by 1953 and poor 
prices for horses in 1953. 

For the Blood-Horse, this means a decline in revenue in 1951. In March 1951, 
our bulk postage was only $242.58, but our operation showed a net loss of $47.46 
for the month. We can make up $47.46, but it would be tougher to make up 
a loss of $290.04, which would have been our loss for March 1951 if S. 1046 
had been in effect 2 years. 

Furthermore, poor mail delivery makes it increasingly difficult for us to 
sell subscriptions. The Blood-Horse often is treated as third-class mail in 
terminal post offices and by the rural post office. Result: A subscriber 60 miles 
from Lexington complains because it takes more than a week for the Blood-Horse 
to reach him. (We could cite many, many more examples. ) 

Although other publications, which do not qualify as news publications as 
easily as the Blood-Horse does, are permitted to use newspaper on their 
wrappers, and thus obtain newspaper handling, the Blood-Horse is not permitted 
to do this. The rural post office refuses us permission to use their schemes in 
addressing, although post-office workers say this would make for faster handling 
in many instances. 

The Blood-Horse wants to be reasonable. We can submit reams of details, 
but we know your time is limited. First, we ask you to consider S. 1046 in 
the light of general Government policy, second on the basis of post-office service, 
and, if you throw out both of these, on the hardship it will work in our indi- 
vidual case. 

THE BLoop-Horsk, 
Dan M. BowMar, Business Manager. 


NATIONAL LEAGUE OF DistRIcr POSTMASTERS OF THE UNITED STATES, 
Washington 4, D. C., April 5, 1951. 
Hon. OLIn D. JOHNSTON, 
Senate Post Office and Civil Service Committee. 
Senate Office Building, Washington 25, D. C. 

Deak SENATOR JOHNSTON: Our organization, representing postmasters of the 
second, third, and fourth classes, numbering approximately 98 percent of all 
postmasters, wishes to be recorded as favoring postal rate increases as provided 
in S. 1046 now before your committee for consideration. 

A resolution to this effect was unanimously adopted by our forty-seventh 
annual convention which met in Denver, Colo., October 19. 1950. 

We realize that your committee will have many witnesses for and against 
the above measure and we take this method of endorsing the increases proposed 
by Postmaster General Donaldson and sincerely hope that the committee will 
give favorable consideration to its early enactment. 

Very truly yours, 
E. A. MEEKS, National Secretary. 


NATIONAL RAILWAY PUBLICATION Co., 
New York 1, N. Y., April 2, 1951. 
Re postal rate bill S. 1046. 
Hon. OLIN D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

DeaR SENATOR JOHNSTON: We note that one of the many new proposals in 
postal-rate bill S. 1046 now before the Senate Committee on Post Office is a pro- 
vision that “publications having over 75 percent advertising in more than one- 
half of their issues during any 12 months’ period shall not be accepted for mail- 
ing as second-class matter and their entry shall be revoked.” 

Such a provision as above could debar from second-class mail, railroad, air- 
line, and other guides which are dedicated to distributing current information 
to the public. The reason is that they have to make a service charge for keep- 
ing up to date the pages which contain this current information for the public. 
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These pages have been classified as advertising by the Post Office Department. 
This situation generally brings their space-earning pages to between SO and 90 
percent, all of which are classed by the Post Office Department as general adver- 
tising. These publications do not appeal to general advertisers as they are not 
regarded as suitable mediums for such advertising with its lucrative rates. 

Please consider this company’s principal publication which would be excluded 
from second-class mail under the 75 percent limitation. 

Name of publication: Official Guide of the Railways and Steam Navigation 
Lines of the United States, Porto Rico, Canada, Mexico, and Cuba. Issued 
monthly. 

Entered as second-class mail matter in May 1870—over 80 years ago. 

Make-up of Guide: 

Percent 
Transportation-service pages_...._-.....---~- asia cassie cists) OO 
Advertising display pages_____~- es 
NOMECVGRGS PAROS. on ees 


82 percent class as advertising by Post Office Department___---_-__~_ _ 100 


Profit on transportation pages: Practically none. As there is only a nominal 
service charge, the cost generally exceeds the revenue. 

What does the Official Guide show? Eighty percent of the Official Guide pages 
show current transportation information consisting of the latest official details 
of schedules, equipment, maps, list of officers, connections and routes served. 
It gives the latest news about the movement of trains, ships, airplanes, etc., use- 
ful in an important way to the transportation lines, the Government, the business 
community and the general public. These service pages disseminate monthly, 
the latest information obtainable by mail, telephone, telegraph, or otherwise, 
up to the last minute before going to press, and constitute most important cur- 
rent information for the public. The nature of this current news information re- 
quires vigilant supervision and constant effort for its proper and correct publi- 
cation. Is not this the type of information for which second-class mail was in- 
stituted? It is more important than ever in this critical time that the informa- 
tion be distributed and delivered promptly and it is only through second-class mail 
that this can be done. 

Transportation service pages should not be classed as advertising pages (and 
they are not generally so classed). 

The War Production Board (for example) during the war years recognized 
the importance of publishing the Official Guide monthly in order to supply regu- 
larly and promptly the latest transportation information. While most publica- 
tions had their paper allotment cut down 25 percent from prewar requirements, 
the Official Guide’s allotment was increased 25 percent, which was needed to 
supply the increased demands of the military and war industries. The Board 
made inquiry in regard to the amount of advertising in the Official Guide as 
this was the criterion on which extra allotment of paper was granted or denied 
to publications. When its analysis developed the fact that the Official Guide 
had only a few pages of that type (2 percent) it granted us all of the paper for 
which we asked. 

The information in the Official Guide is of such a publie nature, that it has a 
wide distribution to every State in the Union: 

Copies 

monthly 
The General Government receives (including the White House) —_~_- S 580 
The Military Departments receive___—~-- ; aii teraeAgicieenartek 800 
The transportation lines saiesihid aor te ccth edstuash ening! aiemcnan ig 
Industry and the public : eienaneiee Scetasciraiahsies actin, ace ee 


All are paid copies. 


Importance of second-class mail service: It is the only medium through which 
the Guide and similar publications can be distributed to every State in the Union 
with the speed required for the presentation of the current information in- 
cluded therein. It has been deemed proper to extend this service to the Official 
Guide for over S80 vears. 

Increase in second-class mail charges: No attempt is made in this letter to 
comment on the proposed new rates. It is felt that the committee will have 
all the information at hand that it needs for arriving at equitable figures. This 
company feels that the post office rates should be adjusted in accordance with 
the conditions found existing at this time. 
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We believe that the best interests of the post office and the public will be 
served by omitting this 75 percent advertising limit provision because it is not 
an equitable measure by which the Post Office can gauge the news information 
value of a publication. If that provision is retained, we believe that the bill 
should be amended to read as follows: 

“Publications having over 75 percent advertising in more than one-half of 
their issues during any 12 months’ period shall not be accepted for mailing as 
second-class matter and their entry shall be revoked: Provided, That the pub- 
lication of transportation schedules, fares, and related information (as shown 
in the Official Railway Guide of the Railway and Steam Navigation Lines of 
the United States, Puerto Rico, Canada, Mexico, and Cuba and in other publi- 
cations devoted principally to the distribution of such information) shall be 
construed as news information of a public character and not as advertising.” 

Unless publications showing current information are distributed speedily their 
usefulness is destroyed. 

Faithfully yours, 
A. J. Burns, President. 


Mr. Larimer. Mr. Chairman, we have two rather interesting letters; 
both of which read as follows: 
Will you please put an amendment on 8. 1046. 


They have not suggested what they wanted amended, but they 
want an amendment at least. 

I might also say with the exception of these voluminous post cards 
which are of the same general tenor, all of the letters are answered, 
but we do not attempt to answer post cards which come by the thou- 
sands. 

It might be well to insert in the record a copy of Senate Joint Reso- 
lution 197 in reference to the establishment of a Joint Committee on 
the Postal Service that has been referred to here. 


The Cuarrman. Without objection, it may be inserted in the record. 
(S. J. Res. 197 is as follows :) 


[S. J. Res. 197, 8ist Cong., 2d sess.] 


JOINT RESOLUTION To provide for the appointment of a joint committee te investigate 
the business methods, operations, rates, and charges of the postal service, and for other 
purposes 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) there is hereby established a Joint 
Committee on the Postal Service (hereinafter referred to as the “joint com- 
mittee”), to be composed of three members of the Committee on Post Office and 
Civil Service of the Senate, to be appointed by the President of the Senate, and 
three members of the Committee on Post Office and Civil Service of the House of 
Representatives, to be appointed by the Speaker of the House of Representatives. 

(b) The joint committee shall select a chairman and vice chairman from among 
its members. Vacancies in the membership of the joint committee shall not 
affect the power of the remaining members to execute the functions of the 
joint committee, and shall be filled in the same manner as the original selection. 
A majority of the members of the joint committee, or any subcommittee thereof. 
shall constitute a quorum for the transaction of business, except that a lesser 
number, to be fixed by the joint committee, shall constitute a quorum for the 
purpose of taking sworn testimony. 

Sec. 2. The joint committee, acting as a whole or by subcommittee, shall con- 
duct a thorough study and investigation in respect of the following matters: 

(1) Methods and means whereby the postal system can be developed and 
improved, economically and efficiently, so as to best promote social, commercial, 
and intellectual intercourse among the people in all parts of the United States at 
reasonable rates and charges. 

(2) The extent, if any, to which Post Office Department expenditures, in excess 
of revenue, for its various services and for the handling of various classes of 
mail, are justified as being in the public interest; taking into consideration that 
the United States postal system is a service of the National Government to all 
the people. 
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(8) The costs of handling, transporting, and distributing the several classes 
of mail, and procedures whereby such costs can be reduced through improvements 
in methods and equipment. 

(4) Postal rates and charges in relation to the reasonable cost of handling the 
several classes of mail matter and special services, with due allowances in each 
class for the care required, the degree of preferment, priority in handling, and 
economic value of the services rendered and the public interest served thereby. 

(5) The extent to which expenditures now charged to the Post Office Depart 
ment for the following items should be excluded in considering costs for the 
several classes of mail matter and special services : 

(a) expenditures for free postal services ; 

(b) expenditures, in excess of revenues, for international postal services ; 

(c) expenditures for subsidies for postal services pursuant to law or 
legislative policy of Congress; 

(d) expenditures, in excess of revenues, pursuant to the Act of June 5, 
1980 (39 U. S. C. 793), not enumerated in the preceding subparagraphs (1), 
(2), (3), or (4); 

(e) expenditures for services of any character not otherwise enumerated 
herein which may be performed for other departments and agencies of the 
Government; and 

(f) expenditures which may be justified only on a national welfare basis 
and not primarily as a business function. 

(6) The allocation and apportionment of income and expense for the various 
classes of mail and special services in the cost ascertainment system now in use 
by the Post Office Department, and such changes as may be desirable to provide 
more useful information in the consideration of rates and charges for the 
various classes of mail and special services. 

(7) A plan for continuous cost analysis which will enable the Congress to 
determine the reasonableness of such costs as compared to standards of efliciency 
and economy prevailing in private business enterprise. 

(8) Such other matters as may be deemed pertinent and relevant to accomplish 
the objects and purposes of this joint resolution. 

Seo. 3. (a) The joint committee shall appoint an advisory council (herein- 
after referred to as the “council”) to be composed of not more than twenty 
members, including representatives of the general public, representative users 
of the mails, members of accounting and management engineering firms, postal 
experts, representatives of postal employee organizations, and, with special refer- 
ence to rate-making in their fields, representatives of public transportation and 
distribution organizations. Officials of the Post Office Department shall be 
offered appointments as members of the council. The council shall select a 
chairman from the group representing the general public. 

(b) The function of the council shall be to assist the joint committee in 
the studies and investigations authorized by this resolution. The council shall 
meet at such times and places as may be authorized by the joint committee. 

(c) Members of the council who may be in the executive branch of the Gov- 
ernment shall each receive the compensation which he would have received if 
he were not a member of the council, plus such additional compensation, if 
any (notwithstanding section 6 of the Act of May 10, 1916, as amended: 39 
Stat. 582; 5 U. 8. C. 58), as is necessary to make his aggregate salary $12,500; 
and shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred in the performance of the duties of the council. The members of the 
council from private life shall each receive $50 per diem when engaged in the 
performance of the duties of the council, plus reimbursement for travel, sub- 
sistence, and other necessary expenses incurred in the performance of such 
duties. 

Src. 4. (a) The joint committee, or any duly authorized subcommittee thereof, 
is authorized (1) to hold such hearings; (2) to sit and act at such places and 
times; (3) to require by subpena or otherwise, the attendance of such witnesses 
and the production of such books, papers, and documents; (4) to administer such 
oaths; (5) to take such testimony; (6) to procure such printing and binding: 
and (7) to make such expenditures, as it deems advisable. The cost of steno 
graphic services to report such hearings shall not exceed 25 cents per hundred 
words. The provisions of sections 102 to 104, inclusive, of the Revised Statutes 
shall apply in the case of any failure of any witness to comply with a subpena 
or to testify when summoned under authority of this section. 

(b) The joint committee is authorized, without regard to the civil-service laws 
and Classification Act of 1949, to appoint and fix the compensation of such per- 
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sonel as it deems necessary to assist it in the performance of its functions. 
The joint committee may also contract for the services of accounting and man- 
agement engineering firms to assist it in its functions, and employ part-time 
consultants, experts, and technicians at a per diem rate not in excess of $50. 
Insofar as practicable, the joint committee shall employ persons familiar with 
the operation of the postal service, accounting practices, or problems of public 
transportation and distribution with special reference to rate-making in those 
fields. 

(c) The joint committee is authorized to secure directly from the Post Office 
Department, or from any postal field office, information, suggestions, estimates, 
and statistics, and the Post Office Department, or any field office, is authorized 
and directed to furnish such information, suggestions, estimates, and statistics 
directly to the joint committee upon request of the chairman or vice chairman. 

Sec. 5. The joint committee shall report from time to time to the committees 
of the Senate and House of Representatives from which the membership of the 
joint committee was appointed, and shall report to the Senate and the House 
of Representatives not later than January 15, 1952, the results of its study and 
investigation together with such recommendations as to necessary legislation 
as it may deem advisable. 

Sec. 6. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the purposes of this joint resolution, to be disbursed 
by the Secretary of the Senate on vouchers signed by the chairman or vice 
chairman of the joint committee. 


The Caamman. We will adjourn to 10 o’clock tomorrow morning. 
(Whereupon, at 12:20 p. m., the committee adjourned to reconvene 
at 10 a. m. on Wednnesday, April 11, 1951.) 
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WEDNESDAY, APRIL 11, 1951 


Untrep Srares SENATE, 
Commirree ON Post Orrice AND Crvii Service, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. in room 
135, Senate Office Building, Senator Thomas R. Underwood presiding. 

Present : Senators U nderwood. Johnston (chairman), and Carlson. 

Also present: James O. Bouton, Director, Division of Newspaper 
and Periodical Mail, Post Office Department, and J. Austin Latimer, 
chief clerk and counsel. 

Senator Unprerwoop. The committee will please come to order. 
Mr. Daniels, we will ask you to appear first. 

I want to say that I regret the fact that all of the committee is 
not present and that we have to start with a very small committee. 
They ran into a conflict today with another meeting that Senator John- 
ston and two other members of our committee had to attend. 

Before we start, Senator Carlson has a statement that he desires 
to make. 

Senator Carrson. Mr. Chairman, if you will permit, and I beg the 
apology of Mr. Daniels, I have sat through these hearings now for 
some time and we are going to continue them for some weeks long. 
T have come to the conclusion personally that I think the best thing 
that could happen to our Post Office Department, and I think to the 
committee and to the Congress, would be a complete study by a joint 
committee of the Senate and House. For that reason I am going to 
introduce tomorrow a joint resolution similar to the resolution which 
was introduced in the last session of Congress by Senator Leahy of 
Rhode Island. The resolution provides for the appointment of a 
joint committee to investigate the business methods, operations, rates 
and charges of the postal ; service, and for other purposes. I under- 
stand this resolution was made part of the record yesterday. 

Senator Unperwoop. Now we will hear from Mr. Daniels, who is the 
chairman of the postal committee of the American Newspaper Pub- 
lishers Association. 


STATEMENT OF FRANK A. DANIELS, GENERAL MANAGER, RALEIGH 
(N. C.) NEWS AND OBSERVER, AND CHAIRMAN, POSTAL COM- 
MITTEE, AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Dantets. Thank you, Senator Underwood and Senator Carl- 
son. I am also representing the Raleigh (N. C.), News and 
Observer. 
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The daily newspapers thoroughly agree with Senator Carlson that 
such a study is needed. 

I appreciate your giving me this opportunity to appear before you 
briefly to discuss the bill S. 1046. Iam opposed to this bill. 

It has always been the policy of the daily newspapers of this coun- 
try to want to carry their share of the Government and Post Office 
expenses, and in line with this policy, the newspapers are willing to 
pay any reasonable increase in postal rates that you gentlemen feel is 
necessary to continue the high standard of service “which the Post 
Office Department maintains, provided this increase is backed up by 
facts. 

The daily newspapers are not too impressed by the cost figures as 
shown by the cost-ascertainment report of the Post Office Department 
because this is mainly a time, w eight, and count study made quarterly. 
Certainly no daily newspaper that is properly routed should occupy 
any terminal storage space yet under the cost-ascertainment study, 
terminal storage is “charged against the daily newspaper. It is the 
feeling of the “daily newspapers that before any increase in rate is 
put into effect, both C ongress and the public should be certain that the 
requested increases on the various classifications of mail are right and 
proper and that each class of mail is increased with equity and equality. 
Newspapers like everyone else hate to pay more for any service, but 
we are willing to pay any reasonable increase when we are shown that 
it is necessary. 

It was brought out recently that 94 percent of the post offices operat- 
ing in the United States are operating at a loss. We believe that op- 
erating these post offices should be taken into consideration when you 
figure rates. Certainly these post offices should not be charged against 
the users of the ms ail, but charged against the general funds of the 
Government since these post offices are operated “for the general good 
and cannot be charged against newspapers or any other users of the 
mail, 

There are a great many newspapers, one of which I am connected 
with, the Raleigh News and Observer, that believe that the Post Office 
Department is actually making a profit out of the second-class mail 
that it handles for these newspapers. Most newspapers are only in- 
terested in the first and second zones, and in this area the newspapers 
do most of the service normally performed by the Post Office Depart- 
ment. Inthe case of the News and Observer we mail 35,000 copies of 
our paper every day. Of these, 26,384 copies are delivered by us in 
either individual sacks or ke »y bundles tothe post office of final deliver v5 
the sole function of the post office being to take these key bundles ad- 
dressed to the individual rural routes or town boxholders and deliver 
them. Certainly with the newspapers doing most of the work of the 
Post Office De »partment, it is hard to realize how the Post Office can 
substantiate its claim in the case of the average daily newspaper. Cer- 
tainly if the newspapers were taken out of the mail, there could be no 
possib le saving to the Post Office Department except for some book- 
keeping cost and the salary of the man who weighs the papers. In our 

case, against this saving that the Post Office might make, we pay at the 

present rate $62,253.13 a year. There is no subsidy here—in fact, if 
anything, we should be given a rebate by the Post Office Department 
for performing their work. 
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When second-class mail came into being and when rural free deliv- 
ery was established, it was done as a service to the public—not to any 
user of the mail. The use of postal service by a newspaper depends 
entirely on the locality in which it is published. If it is published in 
an area with concentrated population, the newspaper does not use the 
mail but uses its own conveyances. However, if the area is largely 
agricultural, the newspaper must depend on the mail to serve its rural 
subscribers, and on the average newspaper the large‘majority of pa- 
pers mailed are destined for R. F. D. delivery. If the proposed in- 
creases in this bill are carried through, the increase will have to be 
borne by the subscribers receiving papers through the mail. These 
subscribers are largely rural subscribers who will not understand why 
the mail rates are going up. If the newspapers are removed from 
the mail, there will not be one penny saved because the R. F. D. routes 
must still run. 

As I have stated, the newspapers are willing and ready to pay any 
increase necessary for the proper and necessary operation of the 
Post Office Department, but up until this time, the newspapers do not 
believe that the Post Office Department is losing any money on the 
handling of daily newspapers with the rates now in effect. 

I would like to reiterate that the daily newspapers are not handled 
out of the post office at a loss, because we are only interested in about 
95 percent of the cases in the first and second zones. We believe in 
those zones we are doing most of the work of routing, transporting and 
packing papers, and that the Post Office Department, if a study is 
made, will find they are not losing money on daily newspapers. 

Undoubtedly, as “the so-called cost- ascertainment study shows, the 
second-class mail must show a loss, but the newspapers are confident 
that is not the fault of the daily newspapers. 

We thoroughly endorse the proposal of Senator Carlson. We would 
like to say one thing here: It has been indicated in some of the hear- 
ings that the publishing business is extremely profitable. We would 
like to say while the newspapers are not pleading inability to pay, that 
their profits have been dropping off in the last few months, and there 
are indications of that trend generally, and we feel a 100-percent. in- 
crease as advocated in this bill is out of all reason and is not realistic 
nor equitable to the newspaper mail. 

Senator Unperwoop. I want to ask you some questions for the sake 
of the record. Do you think that you are now paying a fair postage 
rate for the distribution of the papers that are sent by mail by you? 

Mr. Danrets. Yes, sir. 

Senator Unprerwoop. About what does that amount to? I think 
myself, according to the figures that they have submitted, that for 
the whole group of second-class mail there may be a question as to 
whether it is paying its way, but that does not mean that individual 
items may not be paying more than their share. 

Mr. Dantexs. In the case of our newspapers, as I have stated, we 
mail 35,000 copies every day. Twenty-seven thousand of those copies 
are placed in the post office of final delivery at our expense. The Post 
Office Department never sees them other than they have a mailman who 
delivers them. They reach the post office of final delivery, they are 
delivered in that post office in large key bundles addressed to the in- 
dividual rural routes or town box holders and they carry on the de- 
livery from there. For that service we pay $65,000 a ye: 
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Senator UNpErwoop. That is about $2 a paper. 

Mr. Dantets. Yes. 

Senator UnpERwoop. Have you ever figured out how much it would 
cost you to deliver those by trucks? 

Mr. Dantets. Being in North Carolina, which is very much like 
Kentucky, you know we do not have a concentrated population and 
it would be rather expensive in most sections to do all of the delivery 
ourselves, because of the widely scattered agricultural population. 
‘The daily newspapers I think generally are only interested in R. F. D. 
delivery, with the exception of a few papers like the New York Times. 
The use of the mail depends on the locality of the newspaper, whether 
it serves an urban population or scattered rural population or agri- 
cultural population. 

Senator Cartson. Do you have other publications, Mr. Daniels 
than your daily papers? Do you have any weekly paper? 

Mr. Dantes. No, we have only the family-owned daily newspaper. 

Senator Cartson. How large is your subscription ? 

Mr. Dantets. 120,000. 

Senator Cartson. That is very fine. Do you deliver some papers 
by trucks to distant points ? 

Mr. Dantets. Yes, all our mailed papers, we deliver 75 percent, 
about 26,000, to distant points. 

Senator Cartson. I notice in our State that the larger daily papers 
truck them out to distant points. 

Mr. Danrets. Yes, we do that at our own expense, of course. The 
Post Office Department has been unable to get the facilities to give the 
service for the far-distant points. We could afford to pay consider- 
ably higher rates but not to pay double rates. We think the post 
office is adequately paid. 

Senator Carison. I appreciate very much your comment in regard 
to the resolution to make a study. Yesterday Mr. Wentzel was kind 
enough to give me a copy of the cost-ascertainment report. I took 
it home last night and made a study of it, but I find it is too com- 
plicated for a Senator, unless he spent some time in the Post Office 
Department. 

Mr. Daniets. Even if you spent some time in the Post Office De- 
partment I don’t think you would understand it. Why a daily news- 
paper that must be delivered early in the morning is charged with 
terminal storage space I do not understand. 

Senator Carson. I think it would be a wholesome thing for all 
concerned if we could make a very thorough factual study. 

Mr. Daniets. I assure you the newspapers will do everything they 
can to cooperate with such a study group. 

Senator Caritson. Thank you kindly. 

Mr. Latimer. Mr. Chairman, at this point in case the committee 
desires any technical information from the Post Office Department— 
of course, their authority would be the cost-ascertainment report— 
there is a separate cost kept of newspapers over other sections of second 
class, and also daily newspapers over the weekly newspaper field, and 
Mr. Wentzel, Deputy Assistant Postmaster General, who has been with 
us as our technical adviser, is unable to be present, but the Department 
is well represented in Mr. James O. Bouton, Director of the Division 
of Newspaper and Periodical Mail. I think most of you know Mr. 
Bouton personally. 
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Mr. Dantes. I would like to make one further statement. You 
talked about the cost-ascertainment report. I think anybody who 
studied that report has got to realize that national policy demands a 
great many thousand post offices which, under the cost-ascertainment 
method, are charged to the users of the mail. Those post offices should 
be paid for by the taxpayers because they can’t possibly ever be self- 
containing. I think the figures of the Post Office Department show 
that 97 percent of them are operated at a loss. That means that 41,000 
out of 49,000 post offices will always be in the red. 

Senator Carison. I am in thorough agreement with your views on 
that. I don’t think there is anybody in the committee that thinks we 
are going to close up those offices because they do not pay out. 

Mr. Daniers. We are willing to pay our part where it has been 
established and where we understand it. 

Thank you. 

Senator Unperwoop. Thank you, sir. 

Our next witness is Mr. Charles McD. Puckette, of the Chattanooga 
Times, representing the Southern Newspaper Publishers Association. 


STATEMENT OF CHARLES McD. PUCKETTE, CHAIRMAN, POSTAL 
COMMITTEE, SOUTHERN NEWSPAPER PUBLISHERS ASSOCIATION, 
CHATTANOOGA, TENN. 


Mr. Puckerre. Mr. Chairman, we appreciate the opportunity of 
presenting a very brief statement. 

Senator Carlson has already taken the position that we would like 
to take, and that is that we do need such a commission as he has pro- 
posed, or a joint committee of the House and Senate. I hope he would 
add to the language, if it is not already in there, that this committee 
should clearly determine the national policy which should be declared 
in the management of the post office and in the allocation of certain 
costs. 

This statement is filed by the postal committee of the Southern 
Newspaper Publishers Association, which has 390 members in 14 states. 

We appreciate the opportunity to appear before your committee in 
opposition to the second-class postal rates proposed in S. 1046. 

As stated in previous appearances before your committee, our news- 
papers are ready to accept any fair increase enacted by the Congress. 
We define « fair increase as one which can reasonably be absorbed, 
which will permit us to continue using mails and so add to the Post 
Office’s revenue, and which will not reduce materially the number 
of subscribers on R. F. D. routes. 

The Congress established the rural free delivery to give service to 
citizens in remote areas. We do not believe the present Congress 
will accept the ill-advised rate proposals of the Postmaster General, 
the net effect of which will be to restrict the circulation of newspapers 
among the citizens on such routes. 

We say to you as plainly as we can that newspapers, although charg- 
ing subseription rates on R. F. D. routes which are substantial in 
amount, do not make money on such subscriptions. We shall be 
obliged to endeavor to pass on to the subscriber any increase in rates 
enacted by Congress. We know, and the Post Office should know, that 
newspapers cannot succesfully pass on to R. F. D. subscribers a 100- 
percent rate increase. 
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We know, and the Post Office should know, that such increases will 
mean fewer subscribers, will mean probably little or no increase in 
revenue to the Post Office. Further, the Post Office will not be able 
to save 1 cent in expense if it is successful in reducing the number of 
newspaper readers on R. F. D. routes. 

Now, Senator, you know particularly the Louisville Courier Journal, 
for example, how it distributes that fine paper throughout the State. 
I am pretty sure Mr. Ethridge and others down there will tell you 
that the 100-percent increase is something that they could not absorb, 
and they would tell you that the subscribers cannot absorb it either. 
An increase of 100 percent would mean a considerable reduction in the 
distribution of the paper to the citizens of Kentucky, and I hope you 
will agree with me that that would represent a real loss to Kentucky 
itself. 

Senator Unperwoop. Of course, I am more familiar with the Lex- 
ington Herald than I am with the Louisville Courier Journal. 

Mr. Puckerre. It is entirely possible that the Lexington Herald 
would be able to take over some of those Courier Journal subscribers. 

Senator UNpERWoop. What you say is very true. 

Mr. Puckertre. Actually, as to the competition there, a great many 
people take both papers. The Louisville Courier Journal would never 
tell anyone to stop taking the Lexington paper and take the Courier 
Journal only. 

In the case of our paper, we pay $2.47 per year per subscriber for 
distribution on the R. F. D. routes. This is a 6-day paper only. Of 
course, the Post Office cannot deliver the Sunday paper for us. It so 
happens that 30 years ago every copy of the Chattanooga Times on 
k. F. D. was sent out on trains. The Post Office paid the transporta- 
tion in the mail car. This week we cut off the last shipment by train. 
There are not any more trains. There is no substitute service by mail, 
so we are paying $18,000 a year for our own trucks to take the papers 
up to these other postoffices. In that sense we have had a very sub- 
stantial increase in our postage cost, because the Post Office cannot 
supply that service. 

The Chattanooga Times, the newspaper with which I am connected, 
is typical of newspapers using R. F. D. delivery. We charge $10 a year 
for the weekday editions only on R. F. D. routes. That is a substantial 
cash outlay by an R. F. D. subscriber. It must be paid in advance. If 
the rates proposed by the Post Office are enacted we shall be compelled 
to charge $12.50 instead of $10. We know from experience that we have 
already reached the point of diminishing returns in our present sub- 
scription charges. We cannot hand on an increase of $2.50 a year to 
more than a small percentage of our R. F. D. subscribers. 

The Postmaster General, in his statement in connection with the bill 
introducded at his request, justified the proposed increases on the 
ground that— 
there is every indication that the publishing industry as a whole is enjoying the 
most prosperous period in its history. 


The Postmaster General is mistaken. He cannot, we believe, point 
to the earnings of a single publishing business to prove his point. 


Those newspapers which had a profit last year made less in 1950 than 

in 1949 and the trend of earnings this year continues downward. 
Various statements have been made which leave the impression that 

newspapers enjoy a second-class subsidy; that they eagerly accept 
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more and more of this subsidy and profit by it. On the contrary, our 
use of the Post Office has been steadily declining. We expect this trend 
to continue. We establish our own motor and carrier-delivered routes. 
The Post Office simply does not furnish us the service required to dis- 
tribute newspapers. 

In a typical southern city every copy in the mail 30 years ago went 
out in railway mail cars on morning trains. Today there is not a single 
train which can be used for such delivery. ‘The newspaper in that city 
has been obliged to to set up its own delivery by truck and bus to post 
offices within a radius of 80 miles. The number of copies in the mails 
in this instance has dropped from 8,509 in 1942 to 4,707 today despite 
an increased total circulation. Of course, we pay the Post Office just 
as much as if it did the work it used to do in 1930, Our extra costs on 
this amount to $18,000 a year. In the out-of-pocket sense our rates 
have gone up even though nominally they have not. 

The Postmaster General has stated that the cost-ascertainment 
report shows a loss of $200 million on second class. We believe that 
his own statement refutes him and indicates the inaccuracy of the cost- 
ascertainment report. 

Without going into elaborate cost finding, let us apply simple 
arithmetic to his statement. The Postmaster General said in trans- 
mitting the request for new rates that post cards cause a loss of $70 
million a year; that it costs 2.8 cents apiece to deliver such mail, which 
receives first-class handling. Yet he ascribes a loss of $200 million a 

year to the handling of 6,900,000,000 pieces of second class. That 
would mean a loss to the Post Office of 2.89 cents on each piece of 
second class handled, and we know that second class receives second- 
class handling. This simple arithmetic seems to us to prove that the 
alleged cost-finding report does not present a true picture, and that 
the Hoover Commission report had some basis for its statement that 
the Post Office does not naw the costs of the services it renders. For 
this reason we believe we are justified in asking that the increases 
levied now on second ee be limited to not more than an aggregate 
of 30 percent over a 3-year period and that a commission be appointed 
to study the entire question of second class, to report in not less than 
2 years. 

An alleged loss of 2.89 cents per piece on second class is all the more 
unbelievable when we consider the work done by the newspapers them- 
selves for the post office. In the case of the Chattanooga Times, which 
is typical, we sack, sort, and transport in our own trucks at our expense 
to post offices as far as 80 miles away the bundles of new spapers to be 
delivered on R. F. D. routes, and at the R. F. D. carriers’ request we 
make up the bundles for each route so that each copy is arranged in its 
proper place according to the residence of the subscriber on the route. 
The cost-ascertainment report, on which the alleged loss of $200 mil- 
lion on second class is figured, assumes that the Post Office does this 
work, 

We respectfully say that the President was wrong in his state- 
ment that second-class postal rates had not been increased appreciably 
since 1897. The rates on news matter have not been, but the rates on 
the advertising portions of publications were increased substantially 
by the application of zone rates, even as much as 100 percent on the 
entire publication for copies sent to the more distant zones. 
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The President and the Postmaster General referred frequently to 
“subsidies.” We decline to admit that daily newspapers receive a 
subsidy on existing postal rates and services, except in one respect. 
That is the free-in-county. Yet the proposed bill continues the free- 
in-county, while seeking to get $40 million in additional revenue from 
second class. We believe that the Congress should have the courage 
and good sense to end the distribution of publications free. The 
newspaper with which I am connected receives a service from the Post 
Office in free-in-county for which, at existing rates, we should pay 
$1,007 a year. We want nothing free from the Government and hope 
that you will abolish this indefensible hand-out which does deserve the 
term “subsidy.” 

We do not pretend to be experts on the management of the Post 
Oftice Department, a great and complicated public service. But we 
submit that it is against the general welfare of the Department to pro- 
pose a 100 percent increase in second-class rates which will compel 
many publications either to curtail distribution or seek other means 
of delivery. We believe that the cost-ascertainment report must be 
faulty if the Post Office claims to make money on 3-cent first-class 
postage yet loses 2.89 cents on every piece of sec ond class. We believe 
that the way out for the Department is to increase volume of its busi- 
ness. We do not urge postponement of any rate increases, but only 
the levying of moderate increases over a period of 3 years, accom- 
panied by a restudy of the entire problem of second class, and an 
impartial survey of all postal operations, and of the national policy 
with respect to the Post Office Department. 

We hope that you will set up such a joint committee to go into all 
the details. We shall be glad to cooperate and offer any informa- 
tion we can. 

If there are any questions, I shall be glad to attempt to answer 
them. 

Senator Unperwoop. Of course, as one of the principal users of the 
mails, you are just as much interested in efficiency in the mails as you 
are in economy. 

Mr. Puckerre. We are indeed, Senator. 

Senator Unperwoop. Of course, the proposition that has been be- 
fore this committee is these postal-pay raises that have been long 
overdue, that have been delayed for some 2 years. The matter is pre- 
sented to the committee that unless some method is found of making 
up what is called the deficit, that it will be necessary for the Post 
Office Department to go further into the red. Have you studied the 
matter whether an increase in second-class-postage rates would be 
justified for that purpose if it were followed by a cost-ascertainment 
study like Senator Carlson has proposed ? 

Mr. Puckerrr. Various witnesses have suggested three 10-percent 
increases over 3 years, coupled with such investigation. We would 
be glad to accept such increase if the Congress announced it; provided 
again, though, that that is coupled with a thorough study. Actually 
I think the way out is for the p ost. Office to go out and get a greater 
volume. I don’t think anybody from the Post Office has gone out to 
find out why they are losing business. I know one paper dropped from 
$800,000 to $400,000, and no one came out from the Post Office to 
find out why that business was transferred from baggage to express. 
Actually they lost that revenue and I am sure they cannot show that 
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they saved in the expense. Every rural carrier could carry from 50 
to 100 more pieces on the route without costing the Post Office an 
additional cent. That is just what Sears, Roebuck and all our great 
corporations have done, that is, they have been getting more business 
to make full use of the facilities that they now have. 

Senator Cartson. Mr. Puckette, [ appreciate very much your state- 
ment. I am very glad that our chairman has pointed out that we are 
confronted with a critical situation as a committee of the Congress. 
We are interested in what you said we might do until we make a factual 
study to base our decision on. 

Mr. Puckerre. Thank you. 

Senator UNperwoop. Thank you very much, Mr. Puckette. 

Senator UNprrwoop. Our next witness is Mr. Lane of the New York 
Times. 


STATEMENT OF C. C. LANE, ASSISTANT BUSINESS MANAGER, THE 
NEW YORK TIMES 


Mr. Lane. Mr. Chairman, the New York Times is appearing today 
on behalf of some 60,000 readers of the Times and approximately 8,000 
libraries presently receiving this newspaper by mail. These readers 
and libraries are located in every State of the Union and their sub- 
scription rates would necessarily be raised substantially if any such in- 
crease in second-class charges as that proposed in bill S. 1046 were to 
go into effect. 

The Times takes this position : 

That the existing second-class rates represent in no sense a subsidy 
to the publisher of the newspaper but if anything a subsidy to the 
Ir “a ler. 

That the suggested increase is based on a cost ascertainment re- 
sl that is inaccurate and does not reflect. the out-of-pocket cost of 
a second-class mail. 

. That the proposal is highly unrealistic since it ignores the fact 
th: at a major increase of this character is likely to divert such a large 
proportion of the mail now carried by the post office to other methods 
of delivery that there may be little, if any, increase in net revenue. 

That the plan ignores the historical justification for low second- 
class artes and takes no account of the great unifying influence of the 
wide and prompt disseminatioin of objective news reports through- 
out the Nation. 


PRESENT RATES NOT A SUBSIDY TO THE NEWSPAPER 


So far as the Times is concerned, second-class mail is neither the 
most expeditious nor the least expensive method of delivering the 
newspaper to its readers. Because of curtailments in service an in- 
creasing number of subscribers, who used to receive their copies by 
mail, now walk or drive to a newsstand because by so doing they can 
obtain their newspaper earlier, and if a further increase in subscrip- 
tion rates becomes necessary a larger number of persons will pre- 
sumably take such action or not buy the Times at all if no such alterna- 
tive is available. We regard the second-class rates as a provision by 
the Government of a service to the reader, not a subsidy to the Times. 
If the Times believed that the present rates constituted a subsidy we 
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would request that such a favor be eliminated. The present free-in- 
county prevision, the free mail sent by the various Government de- 
partments and agencies, and the lower rates set for religious, philan- 
thropic, agricultural, labor, fraternal, and similar publications, do 
seem to us to constitute a subsidy and for their retention we hold no 


brief. 


COST OF HANDLING SECOND-CLASS MAIL 


An apparent fallacy in the allocation of costs is that no account is 
taken of the large number of postal delivery operations which the 
sqroese per forms at his own expense as a result of which the saving 
to the post office if a substantial number of copies was withheld from 
the mail would be negligible. 

During the year 1950 ‘the daily average of the Times weekday mail 
subscriptions was 35,749. On Sundays it was 65 ),507, a loss of approxi- 
mately 5,000 copies over the preceding year due in large part to an 
increase in Sunday subscription rates. These figures are less than 
7 percent of the Times total weekday and Sunday circulation. 

On these copies the Times performs many of the operations which 
might appear to the layman to be post-oflice functions. The Times 
(a) routes the copies in accordance with the dispatch scheme issued 
by the Post Office Department; (b) separates them as “singles,” 
“clubs,” and “directs”; (c) saan and wraps them as prescribed 
by the Post Office Department; (d@) places them in sacks which are 
labeled for specific trains; (e€) weighs the sacks; (f) delivers them 
to the general post office or to the railway post office trains. 

In addition some 3,000 copies daily and 15,000 copies Sunday were 
shipped in bundles to newsdealers at full second-class rates, even 
though the post office was not responsible for delivering these copies 
to the readers. This so-called “outside mail” is thrown off at railroad 
stations and picked up by newsdealers. It never passes through a 
post office. We submit that any increase in the rate for this outside 
mail service is entirely without justification. The baggage rate for 
such service is substantially less than the present second-class postal 
rates. The only reason that mail cars are used for this distribution 
is that in many instances railway baggage service is not available at 
the hours needed. 

In the year 1950 the New York Times shipped 16,610,438 copies— 
both to subser fees and to newsdealers—weighing 20,424,334 pounds 
and the second-class charges were $626,230.20. The average rate paid 
per pound by the Times was 3 cents, compared to a rate of approxi- 
mately 1.8 cents for all second-class shipments, and the average cost 
per copy to the Times was 3.77 cents, compi ared to an average of about 
half a cent per piece for all shipments. Due to the Nation-wide dis- 
tribution of the New York Times and the average rate per copy, the 
Times is already paying, as these figures indicate, substantially more 
than most publications. 

In cost allocation the Post Office Department assigns to sweond 
class a share of the cost of individual post-office operations, and of 
rural free delivery, and of other overhead costs which would be 
incurred by the Department whether any second-class mail were 
carried or not. We question whether, under the circumstances, this 
is proper accounting. Since second-class mail is in a special category 
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of public service, as a means of spreading knowledge and information, 
we would suggest that the bees accounting basis would be to allocate 
to it only the actual out-of-pocket costs which result from this activity. 

A somewhat artificial schedule of rates based on advertising con- 
tent and on eight geographical zones sets up certain grave inequities 
to which your committee may wish to give serious attention. A pub- 
lication like the Daily Worker, which carries little advertising, can 
be sent to the most distant parts of the country at a much lower rate 
per pound than can the New York Times because of the latter’s adver 
tising content. Without regard to ideological differences it seems to 
us unfortunate that a newspaper which is widely sought after by 
readers, and therefore by advertisers—in other words, a successful 
publication—should have to pay a much higher rate for the same 
service than one that has failed to win more than a negligible degree 
of acceptance. 

Publishers in cities on the edges of the continent are also at a special 
disadvantage since a large part of the region adjacent to their cities 
is open ocean and under the zone system they have far less land area 
from which to draw in the lower rate zones than have those publishers 
whose plants are located in the center of the country. To cure this 
inequity a flat rate for all deliveries beyond 150 miles is suggested. 


PROBABILITY OF DIVERSION OF MAIL IF RATES GREATLY INCREASED 


The total second-class postal bill paid by the New York Times in 
the year 1950 was $626,230.20, as has been noted, and the present 
proposal would add more than $300,000 the first year, assuming the 


use of this service were to remain the same. But it becomes obvious 
on reflection that the volume of mail sent at such higher rates would 
be materially reduced. The cost of newsprint and labor has increased 
more rapidly on the Times, as on other newspapers, than has the 
income from advertising and circulation. As a result net income has 
been decreasing and the Times would have no alternative but to devise 
other means of distribution or to pass on to those subscribers, who 
cannot use other means of delivery, any increase in second-class rates. 

The proposed increase would raise the subscription price from $23.50 
a year to approximately $35, which would, for many persons, be pro- 
hibitive. Faced with a necessity of making such a staggering increase, 
a number of publishers are giving serious consideration to the develop- 
ment of some alternative method of getting newspapers into the hands 
of readers at distant points. The result of the development of such 
plans and the loss of readers where such alternative delivery methods 
are not possible might well be that the total revenue from second-class 
postage would be less under the new rates than under the old, with no 
material reduction in costs. 

In the past the use of second-class facilities has declined as the rates 
have been increased. Former Acting Postmaster General Joseph C. 
O’Mahoney, in a letter to Hon. Lewis W. Douglas, Director of the 
Budget, written on December 8, 1933, said: 

It is the opinion of the Department that the present rates of postage on pub 
lishers’ second-class matter are as high as the traffic will bear; that no additional 
revenue would be produced by an increase in second-class rates; that, on the 
contrary, any increase in second-class rates would operate simply to drive second 


class matter out of the mails and in the last analysis would reduce rather than 
increase the postage revenue. 
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The chief reason for this is, of course, found in the fact that publishers will 
only make use of the mails so long as no cheaper or more satisfactory means 
of distribution is available. When it comes to the handling and distribution 
of newspapers and other periodical publications, the Government exercises no 
monopoly as it does in the case of sealed letters. It only provides a service 
which publishers can avail themselves of if it is in their interest to do so. If 
postage rates are too high, they can distribute their publications by freight or 
express or by private messenger, or through news agencies, or by combination 
of several or all of these methods. This is particularly so in the case of met- 
ropolitan newspapers and periodicals of large circulation, and publications of 
these classes are depending less and less upon the mails as a medium of distri- 
bution. Even when publications are compelled by force of circumstances to 
remain in the mails, higher postage rates mean higher rates to advertisers and 
subscribers, and these, in turn, mean reduced bulk and reduced circulation and 
in the end reduced mail volume. There is no class of post-office business to 
which the law of diminishing returns applies with greater force than second- 
class mailings; and the Department considers it to be beyond question that 
further advances in the rate of postage applicable to this class of mail matter 
will diminish rather than increase its revenue. 

Although the circulation of the weekday Times has increased by 
approximately 50 percent since 1924, and the Sunday Times more 
than 100 percent, the use of second-class facilities has shown an in- 
crease of only 12 percent because of the great use of substitute methods 
of delivery. Any increase in second-class costs would increase this 
trend. 

When the Times found it necessary, because of rising costs, to in- 
crease its newsstand and subscription prices in June 1949 and in 
November 1950, there was a marked drop in the number of sub- 
scriptions, and it should be borne in mind that curtailment in dis- 
tribution of a newspaper will inevitably have some effect on business 
in general and on the Post Office Department’s own business, since the 
mail response to advertising will be to that extent reduced. 

In the same way the economy reductions in post-office service have 
had an unfortunate effect on business. A considerable number of 
subscribers to the New York Times have requested that their sub- 
scriptions be canceled or have failed to renew them on expiration, 
explaining that, with later delivery of the paper due to reduced 
schedules, they found it more convenient to acquire it in some other 
way or not acquire it at all. 


HISTORICAL JUSTIFICATION FOR LOWER SECOND-CLASS RATES 


From the beginning of its history— 


in accordance with a statement made by Acting Postmaster General 
Joseph C. O'Mahoney in 1933— 


the country has been accustomed to low rates of postage upon newspapers 
and periodicals. Undoubtedly the object has been to facilitate the regular and 
expeditious transmission and dissemination of news and intelligence as a means 
of promoting the commercial interests and the social advancement of the people. 


The introduction of rural free delivery was based on a similar 
philosophy. Hon. Daniel C. Roper, First Assistant Postmaster Gen- 
eral, 1913-16, in his book on the United States Post Office, says: 


Free delivery of mail in rural districts was earnestly desired by all classes of 
people in the country, and only the expense stood in the way. As late as 1893 
the Post Office Department opposed the establishment of rural delivery on the 
ground that such extension of the service could by no possible way be made 
self-supporting. 
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* * * From the outset the establishment of the service was eagerly sought 
by rural communities, and in Congress the friends of rural development ad- 
vocated liberal appropriations for bringing United States mail to the doors of 
the farmers. 

Hon. Clyde Kelly, former member of the Post Office and Post Roads 
Committee and author of postal legislation, in his book on United 
States Postal Policy says: 


Public welfare has always been the determining factor in the making of second- 
class rates, which apply to newspapers and periodical publications. The con- 
tinuous policy of Congress was stated by Postmaster General Key, in his report 
for 1878, when he said: “I think it may be taken as settled by Congress that 
regular, legitimate, printed periodicals, issued at stated intervals from a known 
office of publication, shall pass through the mails at less than the cost of their 
transportation.” 

Still more eloquent testimony to the service ideal of the Post Office is found 
in the rural free delivery. * * * There never was any other motive than the 
public welfare behind the establishment of the rural free delivery service. 


IMPORTANCE OF THE NEWSPAPER IN THE DISSEMINATION OF NEWS 


That the Times contributes materially to the dissemination of ob- 
jective information and is at the same time an important unifying 
influence throughout the Nation as well as a distributor of news is 
indicated by a glance at its circulation schedules. In 1950, 11,904 
communities in the United States were reached by the Times, and 
these communities were loc ‘ated in 2,636 counties and in every State 
of the Union. A total of 7,913 copies goes to libraries and the list 
of legislators, lawyers, einaebients clergyme n, educators, and other 
molders of public opinion constitutes a veritable cultural Who’s Who. 

How widely this newspaper is being used by educators and libraries 
throughout the nation is indicated by the following more or less 
random choice of cities and States. 

For instance, to the city of Evanston, IIl., in the shadow of Chicago, 
the Times now mails around 200 subscription copies of the Sunday 
issue every week; 45 of these—nearly 25 per cent—are used in the 
colleges, public schools, and libraries. 

The libraries and schools of Tennessee subscribe for 187 copies of 
the Sunday Times, and 141 copies go to educational institutions in 
the State of South Carolina. 

Down in Florida the postman delivers 135 copies of the Sunday 
Times every week for use in colleges and schools and 43 to public 
libraries. 

Take two of our large industrial cities—Cleveland and Pittsburgh— 
where the Sunday Times is available on the newsstands on the morn- 
ing of publication. In these two cities close to 1,000 institutions and 
persons get the Sunday Times by mail. The colleges and public 
schools account for 78 of these subscriptions; 34 go to the public 
libraries; 22 go to der eymen. 

Looking westward, we find that the State of Utah absorbs 270 
Sunday Times subse riptions, 48 of these going to educators and li- 
brarians. And in Idaho 35 copies go by mail to educational institu- 
tions. 

Throughout the Nation the story is the same. The New York Times 
subscription is regarded as a downright necessity by educators and 
clergymen who are doing a job in their communities. Thousands of 
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libraries all over the country maintain a file of the Times as a service 
to fact-seeking citizens. 

We submit that at no time in the history of this country has there 
been so great a need for a fully informed body of citizens. This Gov- 
ernment is spending millions to bring information to the residents of 
other countries. It would seem to be a mistake to place any obstacle 
to the free flow of facts to our own people. 


NEED FOR FURTHER STUDY 


The possible results of an ill-considered increase in rates are so 
serious and the basis for such an increase is so unclear that we believe 
that the study and the accurate cost accounting recommended by the 
Citizens’ Committee for the Hoover Report should be undertaken 
before any final decision is made. There seems to be too great un- 
certainty, even uncertainty in high places, as to what is involved. In 
the President’s message to Congress concerning the postal-rate rise, 
mention is made of the fact that second-class postal rates “are close 
to the average level of 1879.” Your committee may be interested to 
know that the cost of sending the issue of the Sunday Times for March 
4, 1951, to San Francisco at present rates is 14.06 cents. The cost of 
sending a newspaper of similar size at the rates prevailing in 1879 
would have been 5.48 cents. That is a very material increase. 

In a previous statement to the Senate Committee on Post Office 
and Civil Service presented by the New York Times it was pointed 
out that all of the copies of the Times which go by mail are sorted by 
the Times and delivered to the trains direct from the Times Build- 
ing in New York, without passing through the post office, which in- 
curs only the cost of a weighing clerk who checks the shipments in the 
plant. Furthermore, approximately 10 percent of the weekday total 
and 20 percent of the Sunday total goes to newsdealers in bundles, 
and involves no delivery by the post office. Approximately 25 per- 
cent of the copies sent to R. F. D. routes are individually wrapped. 

We believe that this committee should have before it the Post 
Office Department’s best estimate of actual out-of-pocket costs for 
handling second-class mail, since, if higher rates fail to increase 
revenue because they substantially reduce the volume of second-class 
mail, a portion of the actual costs will be the only saving to the De- 
partment. The expense of R. F. D. and many other overhead costs 
allocated to second-class will presumably continue even if all second- 
class mail is eliminated. 

Realizing the amount of time that a careful study would consume 
and the immediate need of some improvement in revenue, it is sug- 
gested that pending such an investigation a flat over-all increase of 
10 percent be made except for so-called “outside mail,” bundles which 
are thrown out at railroad stations and never pass through a post 
office. For these copies, no increase at all seems Justified. 


SUMMARIZING RECOMMENDATIONS PREVIOUSLY SUBMITTED 


1. We believe it would be unwise to adopt any such increased postal 
rates as those proposed by the Postmaster General. 

2. We respectfully suggest that before this committee reaches any 
decision on the advisability of increasing second-class rates it should 
know— 
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(a) The actual out-of-pocket cost of handling second-class mail. 

(b) It should determine whether, as a matter of Government policy, 
second-class service should be provided at or below actual out-of- 
pocket cost to encourage the distribution of information. 

(ec) It should consider the part that low second-class rates have 
played in building up the newspaper industry and in promoting 
commerce particularly in rural regions. 

3. Regardless of the decisions based on the policy questions in- 
volved, we respectfully urge that consideration be given to a flat 
rate for all deliveries beyond 150 miles so as not to penalize those 
publications located on the fringe of the continental area. 

That is the gist of my argument. 

Senator Unperwoop. Senator, do you have any questions? 

Senator Caruson. Mr. Lane, I appreciate very much your state- 
ment. I want you to know there are people in the Middle West that 
appreciate very much getting the New York Times. It is a great 
newspaper. I don’t know that you mentioned what your circulation 
is. If you did not, I would appreciate it if you would give me, 
roughly, how many papers you print a day. 

Mr. Lane. Our circulation on Sundays is very close to 1,200,000. 
That is not the official figure. It is a little less, probably 1,100,000, 
something like that. Our circulation on weekdays is approximately 
550,000. It has smaller circulation than the Sunday paper. The 
Sunday Times has a very wide distribution. 

Senator Carson. It is a great newspaper and we all appreciate 


it. 
Mr. Lane. I appreciate you saying so, Senator. 


Senator Cartson. Thank you. 

Mr. Latimer. Mr. Chairman, before Mr. Lane leaves, I would like 
to ask him one question, please. 

Mr. Lane, in your testimony you refer to the fact that if these 
rates were appreciably increased you would have to add the entire 
amount to the subscriptions. As a newspaperman in a very small 
field for a number of years and recognizing where the main source 
of revenue comes from, why is it necessary to say that you have 
to put all of that on subscribers and cannot place any additional 
amount on advertising rates? 

Mr. Lane. Well, as I stated, the subscriptions represent a very 
small portion of our total circulation. Our editors figure we are 
now carrying those subscriptions at a loss. As has been stated before, 
the increases in various items, newsprint, wages, and all the rest have 
resulted in the profit margin for all newspapers I think shrinking 
very materially. No newspaper feels, I believe, that it can absorb 
such large amounts as are indicated here. 

There is a question whether advertising rates in some cases are 
not getting close to the point of diminishing returns, and I believe 
many pene publishers would feel rather than put an added 
increase on advertising rates in order to cover subscription, 6 per- 
cent or something like that of the total circulation, it would be 
fairer to put the burden on the subscribers. 

On the other hand, I think the Times is very much concerned with 
maintaining wide distribution, and my guess would be any such in- 
creases as have been talked about, 10 percent, something like that, 
the Times would certainly absorb. It would only be in the event of 
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some astronomical increase like the 100 percent which I understand 
is considered in the bill that we would feel it would just be inevitable 
that that would have to be translated into increased subscription 
prices. 

Mr. Latimer. One further question. I doubt if this is adminis- 
tratively or mechanically possible within the Department but if. it 
were—you spoke of these very heavy Sunday issues going to libraries 

and edues ational institutions—would there be any compelling reason 

why those issues, which haven’t the same dateline problem that the 
individual reader would have, could not go in another classification, 
the third class, for instance ? 

Mr. Lane. I suppose it is possible, but, on the other hand, I should 
imagine the library or the educational institution would be very dis- 
satisfied if news, which should be current, arrives a week late. 

Mr. Latimer. I think that is true, and I think also it would be 
difficult from the post office standpoint. 

Mr. Lane. It might be difficult from the administrative standpoint 
of the post office, but I know nothing about that. 

Thank you, Senator. 

Senator UNperwoop. Thank you. 

Mr. McGuire, representing the Pennsylvania Newspaper Pub- 
lishers Association. 


STATEMENT OF JOHN T. McGUIRE, VICE CHAIRMAN, CIRCULATION 
COMMITTEE, PENNSYLVANIA NEWSPAPER PUBLISHERS ASSO- 
CIATION 


Mr. McGurre. Mr. Chairman, I am John T. McGuire, circulation 
pr A of the Norristown, Pa., Times Herald. I also serve in the 
capacities of vice chairman of the circulation committee of the Penn- 
sylvania Newspaper Publishers Association and president of the 
Interstate Circulation Managers Association. My appearance before 
you today is in behalf of the aaa ee Newspaper Publishers 
Association, composed of 134 daily, 13 Sunday, 164 weekly and 5 
legal newspapers, to voice objection to the proposed 100-percent in- 
crease in second-class mail rates. 

It should be pointed out as a preliminary to my remarks, that 
newspaper publishers are not opposed to an increase of second-class 
mail rates in a justifiable amount. The objection lies in the arbi- 
trary 50- percent increase upon approval of the act with additional 
increases of 25 percent per year for the next 2 years—a total increase 
of 100 percent: 

Newspapers are probably more cognizant of rising costs than any 
other business in the country today. Production costs in our business 
have soared in the last few years, and indications are that the upward 
spiral will continue. Therefore, we realize that the cost of operating 
other businesses, including the Post Office Department, is also 
increasing. 

However, we strongly urge that before any adjustment is made 
that a thorough investigation be made into the cost of and the revenue 
derived from the hi andling of newspapers by the Post Office Depart- 
ment. We believe that such an investigation and with a proper 
allocation of costs will reveal that the Post Office Department is 
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actually showing a profit from the handling of newspapers even in 
spite of the antiquated and costly methods of doing business now 
employed by that Department. We feel that the practical solution 
to the problem of the deficit being shown in the operation of the Post 
Office Department lies in the employment of sound business prin- 
ciples rather than in arbitrary increases in mail rates. 

As an example, the general manager of the Derrick Publishing 
Co., Oil City, Pa., publishers of the Oil City Derrick, circulation, 
12,762, and the Blizzard, circulation, 4,113, had this to say: 


We fully realize that the cost of postal service has increased over the past 
few years. However, it is most difficult for us to comprehend a 100 percent or 
greater increase in rates as being justifiable. As a matter of fact, we are opposed 
to any increase in second-class postal rates until an actual cost of postal opera- 
tions is made. 

In our particular case, postal service has deteriorated to the point where we 
haul, by independent contract truckers, over 80 percent of our mail circulation 
to post offices within our circulation area. We, at the same time, pay postage on 
these papers despite the fact that we also pay these contract haulers for perform- 
ing a service which the post office is supposedly performing. 

The Pennsylvania Newspaper Publishers’ Association has heard it 
said that the present second-class mail rate amounts to a subsidy for 
newspapers. This is not the case at all. Second-class rates were 
established so as to encourage the widest possible dissemination of 
news. That newspapers have passed along the benefit of second-class 
mail rates is evidenced by the fact that nearly all newspapers have a 
mail subscription rate which is lower than the other subscription rates 
charged by the newspaper. 

Distribution of newspapers in the rural areas must be done in the 
most economical manner possible. If second-class mail rates are dou- 
bled, daily newspapers will be forced to employ other distribution 
methods and the effect on the smaller weekly newspapers will be dis- 
astrous. Many think that the only alternative will be to increase sub- 
scription rates. Adjustment of rates to absorb added costs is some- 
thing that cannot be done over night in the newspaper business. ‘This 
is especially true in the case of subscription prices which tend to be- 
come fixed in the minds of the reading public. 

In the case of the Norristown Times Herald, circulation 20,530, of 
which I am circulation manager, approximately one-half of the mail 
circulation would have to be converted to tube routes if the 100 percent 
increase in second-class mail rates is put into effect. Most daily news- 
papers will be placed in the same position. Weekly newspapers, on 
the other hand, do not as a general rule have an extensive home deliv- 
ery system and must depend largely upon the mails for delivery to 
their readers. The weekly newspaper cannot absorb the added ‘cost 
of a mail rate increase of 100 percent, and their only alternative will 
be to adjust subscription prices which will, of course, serve only to 
discourage mail subscriptions. ‘The comment to PNPA by the circu- 
lation manager of the Afro-American newspapers, Negro weeklies, in 
Philadelphia, Baltimore, and other cities, is appropriate at this point. 
He wrote: 

I am of the same opinion, as I was a year ago, that the proposed rate increase 
by the Post Office Department of 100 percent is excessive. All newspapers, during 
the past 5 years, have been confronted with constant increased costs and, 
particularly, the smaller papers. 
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Many of us are at a point where the difference between ending the year in the 
red or black is a thin thread, Excessive increases in postal rates can materially 
hamper our progress. 

The general manager of Lancaster (Pa.) N Newspapers, Inc., = 
lishers of the Intelligencer-Journal, circulation, 30,768; New Era, 


circulation, 39,756; and the Sunday News, circulation, 57,460, had 
this to say: 


With reference to proposed increase in second-class mail rates, it must be kept 
in mind that subscription rates to newspaper readers, served by mail, via rural 
routes, are now about one-third or more less than subscription rates paid in most 
eases by subscribers to the same newspapers, residing in cities and suburban 
towns. 

Therefore, any increase in second-class mail rates will leave newspaper pub- 
lishers with no alternative but to raise subscription rates to subscribers served 
by mail. The smaller the increase in second-class postage, the increase passed 
on to farmers and others on mail routes can be correspondingly kept down. 

Any increases in second-class mail rates should be made without discrimination 
to any publications, regardless of size of circulation. 


The general manager of the Philadelphia Inquirer, metropolitan 
daily, circulation, 678,064, and Sunday, circulation, 1,126,901, com- 
mented that— 


the increase in postal rates on newspapers will not only work a great hardship 
on the rural population, which is the principal beneficiary of second class, but 
will also operate to reduce the gross revenues of the Post Office Department by 
discouraging mail subscriptions. 


To repeat my opening remark, newspaper publishers are not op- 
posed to a justifiable i increase in second-class postal rates, but it is t 
consensus of opinion that an increase of 100 percent cannot be justified 
at this time and that the results of such an exorbitant increase would 
be most detrimental to the newspapers of this country and their 
readers. 

It is also felt that a rate increase will not solve the difficulty in which 
the Post Office Department finds itself today. The general manager 
of the Grit, Williamsport, Pa., one of the largest weekly newspapers 
in the Nation, summed up the problem : 


Sooner or later our Government must (as has private industry) find a way to 
achieve departmental savings through greater efficiency of operation. Im- 
proved methods must bear a substantial part of increased costs. 

The problem is not simple. But it is vital. And above all let’s not forget 
that, regardless of the importance of the movies and radio, it will be a sorry 
day for our great land if the newspapers and periodicals—the great free press— 
are charged out of existence. 

We do not feel we are getting a subsidy. We are not asking for one. If in- 
creased rates are necessary, let’s raise them—but with considered regard to 
the welfare of the users of the service and to the wide dissemination of infor- 
mation in this precarious time of our Nation’s life. 

That the Post Office Department has a definite task of convincing 
small-city newspaper publishers that it is seeking to attain greater 
efficiency and more business-like operation is apparent from the com- 
ment of the following publisher of a typical small-town newspaper : 

The post office in our town has two janitors. The building is right next door 
to bank, a larger building, which has one janitor. The bank is maintained in 
excellent condition, the post office just so-so. 

The bank gives its employees 2 weeks’ annual vacation with pay. The post 
office gives 15 days. The bank has no formal sick-leave plan, but nobody ever 
gets docked for being off because of ill health. The post office gives 10 days of 
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sick leave as a matter of policy, cumulative from year to year, thus encouraging 
absenteeism. 

When the Post Office Department gets around to running its affairs on a 
business-like basis, and then can show an operating loss, we will listen with 
interest to proposals for rate increases. But so long as it continues on the 
easy-going path of today, it has no justification whatever for increases. The 
taxpayers of this country should not subsidize slovenliness. 

I hope that these few comments will be of some help to you in your 
deliberations on this most important question, and I wish to thank 
you gentlemen for giving me the opportunity to appear before you 
today. 

Senator Unperwoop. Senator Carlson, do you have any questions. 

Senator Cartson. No. I appreciate, of course, Mr. McGuire’s ap- 
pearance here. I think he takes a very fine view of it, which I notice 
has been the view of the publishers as a whole. They realize that 
this committee and the Congress has a problem, and that is a problem 
that is immediate. In view of the proposed bill before this commit- 
tee for pay increases of postal employees, which I think can easily 
be justified in most instances, and in fact in every instance, the com- 
mittee no doubt will have to take some action. I know it is a matter 
of serious concern to every member of the committee. We are con- 
fronted with the immediate problems in what I think should be the 
long-range study of the problem, to get to the bases of these facts. 

Mr. McGuire. Thank you, sir. 

Senator Unperwoop. Thank you, sir. 

Senator UnpErwoop. The next witness is Mr. Serrill of the Pennsyl- 
vania Newspaper Publishers Association. 


STATEMENT OF THEODORE A. SERRILL, GENERAL MANAGER, 
PENNSYLVANIA NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Serrttt. My name is Theodore A. Serrill and I am the general 
manager of the Pennsylvania Newspaper Publishers Association. 
My remarks I would say are in the nature of a supplement to Mr. 
McGuire’s remarks insofar as I am here as a representative of the 
following newspaper organizations, making up the Middle Atlantic 
Newspaper Conference, representing a total of 630 weekly, 235 daily, 
32 Sunday, and 5 legal newspapers as follows: New Jersey Press 
Association, representing 18 daily, 5 Sunday, and 143 weekly news- 
papers; Publishers Bureau of New Jersey, Inc., representing 14 daily 
and 4 Sunday newspapers; New York Press Association, representing 
323 weekly newspapers; New York State Publishers Association, rep- 
resenting 69 daily, and 10 Sunday newspapers; and Pennsylvania 
Newspaper Publishers’ Association, representing 134 daily, 13 Sunday, 
164 weekly, and 5 legal newspapers. 

It must be obvious to your committee that this legislation is of vital 
concern to the small newspaper which circulates in rural areas and 
relies upon the postal service to a greater extent than metropolitan 
papers. The overwhelming number of newspapers in the Middle 
Atlantic Newspaper Conference are in this category. For that reason, 
we request your mature consideration of these views. 

We wish to advise you that these newspapers object to the un- 
reasonable increases in second-class postal rates proposed by Post- 
master General Donaldson. 
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While we agree that some increases may be justified, we believe 
such increases must be realistic and based on the following criteria : 
(1) Any increases should be considered in the light of prices 
ceil by competitive services which can be and which are, being 
rendered in lieu of the deliver y system provided by the Post Office. 
(2) Any increases should be applied in a manner that will not 
sehen curtail the volume of second-class mail delivered through 
the Post Office. Otherwise such an increase will result in a lower 
over- all return to the Post Office Department. 

(3) Any increases in postal rates should not be so excessive so as 
to \ scvbee for a cancellation of a large number of subscribers and 
thus cause not only a loss to the Post Office and to the publisher, but 
also the forsaking of valued publications to the readers. 

The members of these associations wish to reemphasize their posi- 
tion that newspapers are not seeking and have never sought a sub- 
sidy. Historically, second-class mail rates were established by Con- 
gress so that the citizens of this country could obtain news and other 
reading matter at rates which they could afford to pay. It has been 
of particular benefit to those people living in isolated points, particu- 
larly to those served by rural free delivery. Records in our conference 
tiles show that the majority of newspapers charge appreciably less for 
mail subscriptions than they do for newsstand and carrier delivery. 

In determining the proper rate for second-class mail, insofar as 
newspapers are concerned, the honorable Jesse M. Donaldson, Post- 
master General, has said that a large proportion of the cost of rural 
free delivery must be allocated to second-class mail. This we dispute. 
The Congress of this country established rural free delivery to per 
mit the r rapid delivery of all classes of mail to those in rural area 
These services would still be necessary if no second-class matter were 
carried to these rural residents. It is inconsistent to believe that the 
newspapers of this country should have their second-class postal 
charges determined on the basis of helping to subsidize a rural free 
delivery service established by Congress. 

Although rural free delivery and star route service is widely uti- 
lized by newspapers, in many instances these services are inadequate. 

Today a smaller percentage of newspapers are delivered through the 
mails than at any previous time in the history of the postal service. 
It is apparent that either the cost of the second-class mail service or 
the inflexibility of the deliveries provided by the post office are respon- 
sible in a large degree for this deeline. 

An unwarranted and excessive increase in postal rates would tend 
to force more and more newspapers to find methods of delivery which 
would be better suited to their needs. Today many newspapers have 
been obliged to resort to deliveries in conjunction with the delivery 
of motion-picture film to the theaters, through the use of bread truck 
deliveries, bus systems, and even the utilizing of personal delivery 
service by indiv iduals in their off hours of employment. 

Newspaper publishers arrange to label their papers, bundle them 
up, put them in bags, label the bags on the outside and then deliver 
them to the post office so that they can be mailed out to the point of 
delivery. Newspapers must meet their delivery schedules and as a 
result have been performing some functions which should have been 
performed by the Post Office Department. In many places, news- 
papers go even to the point of delivering their newspapers to the post 
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offices of ultimate delivery. In one typical instance of a nonmetro- 
politan daily newspaper, sacks are delivered by the newspaper to 43 
post offices in the county of publication each morning so as to assure 
proper delivery. 

In summary, we reiterate that newspapers want no subsidy and we 
quote from one of the large, metropolitan papers in the Middle At- 
lantic area that— 
these newspapers want no subsidy from the Government—that they are willing 
to pay the full, accurately determined cost of delivering that part of their cir- 
culations which goes by mail. 

This editorial, however, goes on to say: 


The Government should cut down its own extravagant use of those services. 
And Congress should put into effect without more delay the Hoover Commission 
recommendations for divorcing the Post Office Department from politics and 
making it a more efficient, more economical business institution. 

I want to express that as a feeling of many other newspapers. They 
are torn between two motives: One, that we should pay our way, 
and we feel the cost-ascertainment figures are not a proper determina- 
tion of what the actual cost of handling the newspapers should be, and 
we are torn on the other hand by a real desire to have a more efficient 
Post Office Department. With that in mind we certainly feel that 
there should be rea! consideration by your committee and the House 
Committee, either jointly or separately, to handle this tremendous 
problem of the United States Government’s biggest civilian enterprise 
today, the Post Office Department. 

Thank you very much. 

Senator Cartson. Mr. Serrill, I notice from your statement that 
you do not believe that the second-class mail should carry a large 
percentage of the cost of the rural free delivery service. 

Mr. Serr. The history of the rural free delivery, Senator, as we 
see it—and I speak personally as a farm boy—it is a service to the 
people living on the rural free delivery routes, and as such that service 
must be supplied irrespective of whether they get newsp: ipers or not. 
In other words, first-, second-, third-, and fourth-class material arrives 
daily in my rural post-office box tod: ay. If you were to eliminate all 
the second-class material entirely it would still not eliminate your 
need for rural free delivery, nor would it eliminate the need of these 
many, many small post offices, and they are legion in our States in the 
Middle Atlantic area. 

I notice there have been some consolidations of RFD delivery. I 
notice there have been some efficiencies incorporated in the RFD even 
on my own route at home, but I still think the major cost of RFD is a 
charge that must be made either as a public service to the rural resi- 
dent or it must be charged more properly against the other classes. 
If the cost becomes too high for second class the Post Office will lose 
that revenue. I know some instances in our own State where news- 
papers are sending their papers out, in one instance by bakery trucks, 
and they find it less expensive and more efficient than going through 
the rural mails. 

Senator Carison. I am glad to get your comment on that. I grew 
- on my father’s farm and I remember the d: ay we started rural route 

in Concordia, Kans., in 1890, In checking the cost ascertainment 
report of the Department, as I say very hurriedly, and it is very com- 
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plicated, it did seem to me they charge too much to second-class mail, 
and I was glad to get your views on it. 

Mr. Latomer. Mr. Chairman, I would like to direct this question 
not solely to Mr. Serrill, but to the entire ae of newspapers that 
are represented, including Mr. Cranston Williams. It is similar 
question to the one that we presented yesterday. Have you a pro- 
posed amendment to offer in lieu of the section in this bill affecting 
second-class mail, or could you prepare an amendment and submit it 
to the committee ? 

Mr. Serrut. One behalf of our members I could not, sir. You are 
leading up to the question as to what you would consider a fair in- 
crease, is that your question ? 

Mr. Larter. What percentage of increase do your interests feel 
should be included in the bill? 

Mr. Serriuu. I personally am not familiar enough with the absolute 
extent of the increase in your costs, that is, out-of-pocket costs for 
second-class mail. I read somewhere where you spoke in terms of 
thirty-some-odd percent increase over the last few years, and I cannot 
find out what that was. I heard some comment that some proposal 
has been made to you of a 10-10-10 percent increase. I would not 
know. I know I am making some proposals before our own State 
legislature for changes in many of the acts which affect advertising 
requirements in most of those proposals and they have been accepted 
by the legislature and that is to the extent that the increase should be 
less than 15 percent. One hundred percent is way out of line. 

Mr. Latimer. Yesterday the group that was testifying for the 
smaller magazines suggested an increase in the aggregate of 25 percent 
spread over 3 years, “and at the earlier sessions Chairman Johnston 
inquired of witneses whether, in their opinion, an increase in the 
aggregate of 50 percent spread over 3 years could be borne by the 
industry without undue hardship. 

Mr. Serritit. Mr. Chairman, may I answer that with another ques- 
tion ? 

Senator UNpERwoop. Yes. 

Mr. Serrity. Are you seeking an increase based on what the in- 
dustry can bear or are you seeking an increase upon the premise that 
there are certain increased costs during this inflationary period that 
should be collected from the industry ? 

Mr. Latimer. Mr. Chairman, I will attempt to answer that. Of 
course, I am only an employee of the committee, attempting to assist 
the committee. I think the best answer to that is this: If we accept 
the cost ascertainment of the Post Office Department in approximate 
figures, it is indicated that second class today is costing slightly over 
$240 million to carry, and that the revenue derived from the users of 
second class is slightly over $40 million annually, leaving a difference 
there of approximately $200 million annually. The breakdown of 
that—and this is not exact—is approximately half in the newspaper 
field and half in the magazine field. I am inclined to think that it is 
slightly heavier in the magazine field, but not a great deal. The 
cost is again fairly the same, although I am inclined to think, from 
my vears of experience in the postal service, that probably the cost 
is slightly greater in the newspaper field than in the magazine 
field. The reason for that—I think the committee might want this 
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at this time—is that carrying, the haul, if I might use that expression, 
of newspapers is a lesser distance on. the average. 

Mr. Serriii. That is right. 

Mr. Latimer. The New York Times would be probably the excep- 
tion tothat. The newspaper is hauled a lesser distance than the maga- 
zine. Since both classes of publications are chargeable on a different 
rate for the reading content and advertising content, it is easily dis- 

cerned that on the long hauls is where the Post Office gets its greatest 
revenue. This simply was used as an illustration, because we had tes- 
timony on that by a popular magazine which carries a high percent- 
age of advertising, and others do ‘likewise. 

In the light of that, I think it is a fair assumption that at least half 
of the deficit in second class, if we accept the cost ascertainment, is 
chargeable to the newspapers. 

Now may I add one thing, Mr. Chairman—and I have been in 
the newspaper field and not in the magazine field. The newspapers 
will continue, under this bill, to enjoy a slight preferential advantage 
in the continuation of the free-in- county distribution. 

Mr. Serrmt. Mr. Chairman, I would not dispute the point brought 
up, but it has been the newspapers’ contention that this cost-ascer- 
tainment report charges an undue amount against newspapers for the 
delivery service which is being rendered and which, on RFD and star 
routes, was set up by act of Congress many years ago-as a service to 
the rural population. In that respect, we feel that the cost ascertain- 
ment does not give a true picture. 

Now it is the right of Congress to change that system in any way it 
feels it should, but unless you change your premise upon which this 
system was set up, we do not feel that we should be charged, as news- 
paper people, with the cost of this tremendously expensive rural de- 
livery system. It is tremendously expensive. You cannot put motor 
vehicles on the road without a large cost today. 

Senator Unperwoop. Let me ask you a question there. My opinion 
has been all the time if the Post Office is run as a business then the 
Government has got no business running it. 

Mr. Serr. That is right. 

Senator UnpEerwoop. But if the Post Office is run as a business would 
not it be justified in cutting out most of the rural routes? That is 
the first.thing it would do. 

Mr. Serriiu. It would either do that or it would cut out some of the 
many thousands of one-man or one-woman post offices in this coun- 
try, and probably do both simultaneously. 

Senator Unprerwoop. At a great disservice to the people of the 
country. 

Mr. Serriin. That is right, sir, although I do believe that there are 
some mergers and some consolidations that would be efficient today 
and still provide service to the public by the growth of transportation 
media. 

Senator Unperwoop. From your familiarity with newspapers don’t 
you know that there are one or two distant subscribers at the end of 
a route that are costing as much as the other 200 subscribers on the 
route, and that the newspaper would just simply cut off the two at the 
end of the route and make them come down to the corner grocery 
store to get the paper? 
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Mr. Srerriui. That is not usually the practice. Not speaking as a 
circulation manager, but I think most circulation managers are just 
as zealous to get the last two subscribers as the first subscribers. In 
some instances, even on our own motor routes, I know there are many 
subscribers at distant points that get the paper, and it is a big cost 
to the newspaper to deliver each day, but it is done in the matter of 
public service. Of course, the Post Office Department is primarily 
engaged in public service following the tradition of rural delivery. 

Senator UNpErwoop. The reason I bring that out is we are up against 
a double proposition here. The first one is how much of this is busi- 
ness service and how much of it is public service for which the public 
should pay. 

Mr. Serr. Yes. 

Senator UnpErwoop. Do you have any questions? 

Senator Cartson. No. 

Senator Unperwoop. Thank you very much. 


STATEMENT OF CRANSTON WILLIAMS, GENERAL MANAGER, 
AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Wiii1ams. My name is Cranston Williams and I am general 
manager of the American Newspaper Publishers Association. 

It is the feeling of the daily newspapers with respect to your ques- 
tion as to going in and breaking down the various sections of second- 
class publications—and I did not hear the other testimony—that you 
could make a flat increase across the board of 10 percent; that you 
set up the joint committee as proposed by Senator Carlson and then 
get at the facts, but not start at this time and separate second class 
and say that the newspapers should get a higher rate and the others 
who use second class should not be increased as much, but that they 
all get that 10 percent as it now stands, and my amendment would be 
simply along that line. 

The second point I want to make, because Mr. Latimer mentioned 
it, I often ask the question if second class is causing a $200 million 
deficit and it was wiped out completely, the best figures we could find 
are that the Government would save approximately $50 million, $60 
million to $75 million, and my question always is, How can something 
that you would not save but $75 million on if you did not have it cause 
2 loss of $200 million ? 

Senator Unperwoop. Thank you, Mr. Williams. 


Mr. Wilmeth and Mr. Babcock. 


STATEMENT OF CHARLES E. BABCOCK, NATIONAL LEGISLATIVE 
COMMITTEE; ACCOMPANIED BY JAMES L. WILMETH, NATIONAL 
SECRETARY, NATIONAL COUNCIL JUNIOR ORDER UNITED AMERI- 
CAN MECHANICS, PHILADELPHIA, PA. 


Mr. Bascock. My name is Charles E. Babcock and T am chairman 
of the national legislative committee of the National Council Junior 
Order United American Mechanics, and also their legislative agent 
in Washington. The home address is Vienna, Va. I am accompanied 
this morning, Mr. Chairman, by Mr. James L. Wilmeth, the national 
secretary of the Junior Order of the United American Mechanics of 
the United States, who has come from Philadelphia to attend this 
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hearing. He is the editor and manager of our house organ, about 
which we will speak to you this morning. 

Before we begin this, I would like to thank the committee for the 
privilege of appearing before it, and particularly Mr. Latimer for his 
very generous cooperation that he has given us. 

I have the honor to submit the following statement on S. 1046, a bill 
to readjust. postal rates. 

Our objection is to the proposed increase in second-class mail under 
section 2 (a) above the 11% cent per pound, the present law, by 50 per- 
cent, beginning on the first day of the second quarter beginning after 
the approval of this act and by an increase of 25 percent, based on 
the rates now in force, to take effect each year thereafter over a period 
of 2 years. We are of the opinion that the increases proposed in the 
case of the publication of the Junior American, the official organ of 
the National Council Junior Order United American Mechanics, will 
work a hardship for reasons which we shall hereafter set forth. 

We respectfully call your attention to the language contained in 
line 17, page 2, section 2 (a) of said bill which, in our judgment, con- 
fines the increases to actual subscribers of publications entered as 
second-class matter. The words “to subscribers” in line 12 of said 
section 2, where reference is made to the mailing of sample copies to 
the extent of 10 percent of the weight of copies mailed to subscribers 
during the calendar yea 

The conclusion we have reached that the limitation of the increase 
to 10 percent of sample copies mailed to subscribers, and the words 
used in line 17 “to actual subscribers,” seems to be well-founded. In 
other words, publications entered at the second-class postal rates does 
not apply, according to the terms of section 2, to any other publication 
than those mailed to subscribers, or to actual subscribers. If our con- 
clusions are correct, then we submit that the Junior American, which 
has no subscription list and which is mailed to members of the Junior 
Order United American Mechanics, is not subject to the increases 
quoted above. 

We repeat, that our publication, the Junior American, carries no 
subscription price, and no subscription price is stated anywhere in the 
magazine. The National Council of the Junior Order United Ameri- 
can Mechanics pays for the printing, publishing, postage, and sends 
this magazine to members of councils throughout the United States, 
for which they do not subscribe. The national council defrays the 
expenses therefor from the per capita tax and revenues of the national 
council, 

The National Council of the Junior Order United American Me- 
chanics is a secret, patriotic, fraternal organization, chartered and 
incorporated under the laws of the Commonwealth of Penns yivania. 
It complies fully with the Fraternal Code of all the States. By reason 
of its charitable and benevolent purposes it is exempt from income tax 
under section 101 of the income tax law, and is also exempt in all of 
its departments from taxation by all the States. 

The fraternity was first established in 1853. It began its charitable 
work immediately upon its organization and has continued to do so 
uninterruptedly to the present time. The element of profit does not 
enter into any field of its operations. It has no stock, nor stockhold- 
ers. It isa purely fraternal, benevolent society. 
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One of the most outstanding of its achievements was the building of 
a large orphans home at Tiffin, Ohio, 55 years ago, and later a beautiful 
orphans home was built by the national council at Lexington, N. C. 
Into these two homes have come and gone more than 6,000 children— 
orphans of deceased members of the fraternity, who were trained, 
educated, and sent out into the world to make an honest living. The 
National Council of the Junior Order United American Mechanics 
undertook the orphans home phase of our work before the United 
States or States established welfare agencies and assistance for widows 
and orphans. ‘The order supported this and other charitable under- 
takings through a tax upon the membership of lodges or councils, and 
it is still operating today in the same way as it has for more than half 
acentury. The Junior American was founded, printed, and published 
more than a quarter of a century ago, and the work of putting it out 
was done by children in the Tiffin Home, as a part of their vocational 
training. Within the last few years the Junior American has been 
published at Mount Morris, II. 

What has been said concerning our orphans’ home does not cover 
or encompass anything like all the work which has been done by the 
order over this long period of years. Benefits to widows and orphans 
and members of the fraternity has amounted to more than $55,000,000. 
In addition to what the national council has done, the various lodges 
or councils throughout the United States have expended large sums of 
money, contributed through dues, to members and their families for 
sickness and funeral benefits. 

The charitable work of our fraternity constitutes a bright chapter 
in the history of the welfare of the American people through the fra- 
ternal system. We submit that in view of the foregoing, your honor- 
able committee could, in the interest of charity well bestowed and its 
continuance at the present time, exempt the Junior American, the offi- 
cial organ of the National Council of the Junior Order United Ameri- 
can Mechanics, from any increase whatever in second-class postage 
rates over the 114 cents per pound rate under the present law. 

We earnestly hope that your official action will be to grant our 
request. 

Senator Unperwoop. Thank you, Mr. Babcock. Mr. Wilmeth, have 
you anything to add to what Mr. Babcock has said? 

Mr. Wumern. Very briefly, Mr. Chairman. As you are aware, 
this postal rate increase bill was before the Congress at the last session 
and we put in an appearance at that time, and the bill as finally drawn 
granted our request. 

We are speaking not exclusively for our own fraternity which does 
charitable work and lots of it, but for something like 90 or 100 other 
fraternities throughout the United States which are organized not for 
profit but for charity, who make no money out of it and declare no 
dividends. These fraternities have about 8 million members through- 
out the United States, and that is a considerable segment of our 
population. 

Our own magazine carries no advertising, practically no advertising, 
and if there is any it is very small. We received and turned back 
into our per capita tax fund on membership $61.75 for advertising dur- 
ing the last year, which, of course, is infinitesimal, but that was for 
some lodge houses, that they insisted on as carrying something in the 
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form of advertisement. We do carry some advertisement for our own 
purposes for which we receive no pay. : 

In view of the long time that this fraternity has been in existence 
and in view of the vast amount of good which it has done, we know 
that an increase would work a hardship on us. It would have to come 
out of possibly some increase in the taxation on our members. They 
are taxed now for it. 

As I said, we are speaking not only for our own magazine, but for 
the Moose, for the Elks, and for others. 

Of course, you have got some limitation in there as to advertising, 
which I think is all right, we are not objecting to that. We are not 
objecting to the other features of this bill, but we are submitting to 
you that it will work a hardship on this fraternity if you double what 
we are paying for the Junior American, with possibly 75,000 or 80,000 
who are receiving the magazine at the present time, without any direct 
cost to them whatever but which is being paid through a tax. 

I believe that is all we have to offer. 

Senator Unperwoop. Thank vou, sir. 

Mr. Wumeru. I would add this thought: The Junior Order estab- 
lished its first orphanage in 1896 and built the largest fraternity 
orphanage in America, the Moose being second in size. At that time 
neither the United States Government nor the States had entered this 
welfare field and we were pioneers in that work. We are still carrying 
it on, although not to as large an extent. Nowadays where the father 
has died the mother will not let that child go into an institution. 

Gentlemen, I thank you for your attention, and if it pleases the 
committee, we would like to submit to the Chairman and to each mem- 
ber of the committee a little change in the law that we would like to 
see you incorporate in the final bill. 

Senator Unperwoop. We will be very glad to have you submit that. 

The Cuarrman. Will it cover all of the fraternal orders? 

Mr. Witmer. Yes. 

The Caamman. It will bea general amendment ? 

Mr. Witmetu. Yes. 

The CuatrmMan. The reason I ask that, we want something gen- 
eral. Of course, if we were to go out and make an amendment for 
each individual organization it would be a voluminous matter. 

Mr. Wiimeru. We are speaking for our own, but we are putting 
within the compass of our remarks other fraternal journals which 
are supported not by subscriptions but by a general tax levy on the 
membership. 

The Cuarrman. | think the committee feels it is certainly friendly 
to what you have to say this morning. Two years ago, as you recall, 
we lid act upon it, 

Mr. Bazcock. You did, and it was in the bill that the committee 
approved at that time. As I understand it, the Postmaster General 
had the present bifl drafted and when he did so he eliminated the 
fraternities from the bill. They were in it and the committee ap- 
proved it in the preceding Congress, but when the new bill was 
drafted—whoever drafted it—the Post Office Department eliminated 
from it the exemption of the fraternities. There are other journals, 
too, religious journals and certain scientific journals which are non- 
profit-making. Of course, those which are non-profit-making have no 
stockholders, have no revenue at all, except what the society supplies. 
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The CuHamman. This bill was introduced by request and was sent 
over to the committee. 

Senator Cartson. Mr. Chairman, before you call the next witness, 
I notice our distinguished Chairman, Senator Johnston, has come in 
and I wanted to mention the fact that this morning as we opened I 
made the statement for the record that as we continued these hearings 
I came to the conclusion hat what we need, in my opinion, is a thorough 
study of the entire program. I spent a little time on the cost ascertain- 
ment program of the Department, and I will admit it is rather compli- 

cated for a freshman member of this committee, and on that basis I 

made the statement this morning that I expected to introduce tomor- 
row a bill that Senator Leahy of Rhode Island introduced last year, 
in order to get it back before the committee. I would be happy to 
have all members of this committee as cosponsors, if they care to join 
me. JT want the record to show that. I would be happy to have the 
chairman a part of it, if he cares to. 

The CHamman. Senator Leahy introduced it last year after dis- 
cussing it with me. It was late in the session at that time and noth- 
ing was done. We probably should have had an investigation started 
last year. I think all the members of this committee, whether they 
are new or old, by now realize that it is not an easy matter for us to sit 
down in the committee and say just where the postal rates will be 

raised, or where they shall be exempted, or what shall be done in the 
matter. It is a very complicated matter and it calls for a great deal 
of time and study to really do justice in the matter. I think your 
resolution is a good one. Regardless of what we do on the present 
pay bill, we ree uliy ought to look into it more than we have in the past. 

Senator Cartson. Mr. Chairman, I feel we are confronted with a 
very definite problem immediately. For a long-term proposition, as 
it looks to me, we certainly need to have a thorough study on the part 
of the Senate and the House, and get any aaeannaeye that would be 
helpful, because this is big business and I think we are all agreed we 
need to get into it. I just wanted to advise you of it because I had 
advised the committee of it this morning. 

Mr. Larrer. The next witness is Mr. Paul C. Stark, a brother of the 
former Governor of Missouri, Mr. Lloyd C. Stark. Mr. Paul C. Stark 
is the vice president of Stark Bros. Nurseries & Orchards Co., Loui- 
siana, Mo. 


STATEMENT OF PAUL C. STARK, VICE PRESIDENT, STARK BROS. 
NURSERIES & ORCHARDS CO., LOUISIANA, MO. 


Mr. Srarx. Mr. Chairman, you gentlemen have had a lot of wit- 
nesses this morning so I will be as brief as I can. 

The Stark Nurseries have been in business for 135 years and have 
been furnishing food-producing plants and other nursery stock to 
farmers and home owners throughout the country. During this pe- 
riod, particularly the last 60 years, our company has used the United 
States mails extensively to build up our business of selling and serv- 
icing customers, particularly small farmers and home owners in small 
towns. We use the mails heavily in our circular and catalog mail- 
ings. We also use third-class mails widely in securing part-time 
salesmen who operate in the localities to sell, assist, and advise home 
owners on the proper planting and care of our products and improve- 
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ment of their homesteads. We regularly send service and advisory 
information to make our salesmen better trained and better equipped 
to do this service for our customers and the public in general. 

The increased postal rates already have cut down a considerable 
number of our mailings to these salesmen and if the new proposed 100 
percent increase in the minimum per piece goes into effect—that is in 
the third class—it will cause us to cut at least another 50 percent in our 
use of the mails for this purpose. The reduction in the number of 
salesmen and increased cost of securing and servicing these men 
through the mails is an important factor in the drop in our sales 
volume. We keep careful records of our mailings to both salesmen 
and customers and we know which types are profitable and which are 
not profitable. As postal rates have gone up we have been forced 
to discontinue or reduce more and more of these various types of 
mailings. 

We have laid out our plans for the coming year beginning June 1, 
1951. If the proposed postal-rate increases go into effect it would 
cost us approximately $40,000 more than the present rates. About 
two-thirds of this increased cost would result from the proposed in- 
creases in the third-class rate. ‘These proposed postal increases would 
mean an over-all increase of approximately 3314 percent over the cost 
of our postal expense based on present rates. Such a radical increase 
in postal expenses, in view of our experience in the last several years, 
will force us to revise our promotional plans to go after business and 
cause us to make substantial reductions in our mailings, in addition to 
what we already mailed. 

The increased volume and profits of so-called big business is not a 
true indication of the profits of a vast number of sm: all businesses, such 
as ours, which have been seriously affected by the unsettled conditions 
of recent years and the dislocations brought on by defense mobiliza- 
tion all of which have greatly increased “the cost of doing business. 
The increased postal rates of the past 3 years have been an important 
factor in these increased business costs. 

The impact of these continual postal raises on our business and many 
other small business concerns doing a similar type of business has been 
very detrimental. The increased costs have forced us to cut down 
many of our mailings very materially and this has, of course, meant 

1 loss to the Post Office Department. The net result has been less 
waldiihien and less volume of business. The many increases in costs of 
doing business, including those increased postal rates, and the de- 
crease in volume of business, has resulted in a net loss for our company 
for the past 3 years. That is ending this next month. 

These statements are based on actual facts a experience. Our 
sales showed a 6% percent reduction last year over the prior year. 
: or the past 10 months during this fiscal year our sales are 26 percent 
less than they were for the same period last year. This is causing a 
downward spiral that has resulted in a loss to all concerned, including 
our employees, some of whom we have been forced to lay off. Al- 
though the postal increases are only one of the causes, they have been 
a big factor in setting into motion these decreasing sales and greatly 
reduced cash returns. It is a vicious circle that will be intensified by 
the new proposed higher postal rates. 

Although the general over-all proposed increases in postal rates in 
all classes of mail are a serious handicap, we particularly want to point 
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out what seems to us to be an unfair increase in the third-class as com- 
pared to the second-class mail. Third-class mail in our company and 
many other mail users is the source of business which brings additional 
returns in the way of first-class mail revenue for the Post Office De- 
partment. Thus the greatly increased third-class rates, if put into 
effect, will seriously cut down use of the mails by our company. For 
instance, the minimum mailing rate of 1 cent has been changed to 2 
cents for circulars, which means 100 percent increase. We have al- 
ready outlined our experience in the last 3 years, which has resulted 
in a decreased use of many types of our mailings. This proposed 100 
percent increase for minimum mailing rate in third class will un- 
doubtedly accentuate that situation and cause further reduction in 
mail use by our company. 

The proposed increase in postal cards from 1 cent to 2 cents is also 
a 100 percent increase that will affect not only the general public but 
will be another discouragement to business and result in the use of less 
of this class of mail for business promotion. 

Although the proposed raise in fourth class is not an issue in this 
hearing, I do want to point out that the increased parcel-post-rate 
proposal before the ICC will be a big factor in our overhead expenses 
and a discouragement to our customers in ordering our products. 

We believe that the Post Office Department should be considered as 
a service for the public in somewhat the same manner as the Depart- 
ment of Agriculture and various other Government agencies are con- 
sidered. The postal service greatly affects the welfare of all citizens 
and all businesses and is a big factor in helping to keep the national 
economy and business as a whole on a sound basis. 

The following points summarize the net results that have been 
proven by our experience in the last 3 years and which will be inten- 
sified for our company if these new proposed increased postal rates, 
particularly in third class, go into effect. 

(1) Less use of third-class mail and promotional activities to get 
business, automatically resulting in less use of the other classes of mail. 

(2) Discouragement of home owners from buying food-producing 
plants and growing a part of their food supply to help hold down 
inflationary pressures on the family food budget. 

(3) There will be an over-all decrease in the use of the mails for 
promoting business. 

(4) Our company and many other small businesses will be forced 
to reduce the number of their employees. 

In view of all the above facts, we particularly urge the retention 
of the 1-cent minimum on this third-class rate, which is the basic crea- 
tor of business at the fountainhead. Its decreased use will greatly cut 
down the income of the Post Office Department directly from this 
third-class mail and indirectly from the resulting first-class mail. 

We feel that this whole movement to radically increase the postal 
rates is a very dangerous and detrimental move, particularly at this 
critical time. 

Mr. Chairman, I was very much interested in what two members of 
the committee were saying about a thorough study of this matter, be- 
cause I know that you gentlemen are anxious to do what is best for 
the Nation as a whole and for the citizens and for business, and for 
the strength of our whole economy. Everything more or less depends 
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on it. I do believe a thorough study of these things will have a bene- 
ficial effect on the great rank and file of particularly the small busi- 
nesses. Of course, there are a lot of big businesses that get the head- 
lines, but there are a lot of small businesses in every State and locality 
of the country and they, in my judgment, are even of greater impor- 
tance in keeping the economy going. 

I particularly want to add this: It is proposed that we have a 100- 
percent increase, and that that be done all at once. If it could be 
done gradually, over the period of years, something like has been sug- 
gested for second class, if that could be done gradually I think you 
might be able to adapt those raises and in some way meet them, 
although my study would show it would not be advisable to do it. 
Anyway, it is a serious problem. 

I want to point out this, that if it were not for all of these national 
defense expenditures and everything that is helping to make so much 
employment and expenditures of money, we would be in a pretty criti- 

cal condition. When I say “we” I mean the rank and file of business 
in the national economy. A lot of things can happen awfully fast. 
I want to emphasize again what you gentlemen said about a thorough 
study of this and its effect on the rank and file of business I think is 
terribly important right at this time. 

I think that is all I have, Mr. Chairman. If there is any question 
I will be happy to answer it. 

Senator Unperwoop. Are there any questions? 

The Cuarrman. I don’t believe I have any questions. 

Senator Cartson. Mr. Chairman, I want to say as a neighbor of 
the great State of Missouri, the name Stark is very familiar in Kansas. 
It is a great family there, too. The Starks have a great record of 
industrial expansion and industrial ability, as well as taking a very 
active part in the governmental and civic affairs of not only Missouri 
but the Middle West. We are very happy to have had a member of 
the Stark family with us today. 

Mr. Stark. Including my grandson, we have had six generations 
in one place there. We have tried to be of service to the farmers and 
the home owners in the country. It is a serious situation that we 
are facing, and I am speaking for a lot of other people. 

Mr. Latimer. Mr. Chairman, before Mr. Stark leaves, I would like 
to put in the record at this time, since his testimony was directed to 
first-class, postal and postcards, and third class, the present annual 
revenue in postal ecards is $46,740,000, and this bill would create an 
additional revenue of $46,740,000, leaving a deficit in the field of postals 
and postcards of about $40 million, since the present deficit is approxi- 
mately $86 million. 

As to third class, the present revenue from third-class mail is $135,- 
839,665 annually, with a deficit of $129,052,786. This bill as written 
would create an additional revenue in third class of $65,857,000, leav- 
ing, if S. 1046 were enacted, a deficit in third class of $63,195,786, based 
upon the post-office cost-ascertainment system. 

Senator Cartson. The Public Works Committee was asking me 
to come up, so I will have to leave. 

Senator Unperwoop. Thank you, Mr. Stark. 

Senator Unperwoop. We have as our last witness Mr. Godfrey Ham- 
mond, publisher, Popular Science Monthly. : 





272 ADJUSTMENT OF POSTAL RATES 


STATEMENT OF GODFREY HAMMOND, PUBLISHER, POPULAR 
SCIENCE MONTHLY AND OUTDOOR LIFE 


Mr. Hammonp. I am sorry Senator Carlson had to go. 

First I think you gentlemen ought to be sympathized with for 
wrestling with this problem as long as you have, particularly the 
chairman, who has wor ked on it for sev eral years, as I know. 

As I sat here this morning I really felt you are approaching a solu- 
tion of a long and arduous task by proposing setting up this joint 
committee to meet the immediate problems. 

I would like to talk first about the impact of the bill on the Popular 
Science Monthly and Outdoor Life. These are our magazines that we 
publish, and I would like to have them before you as we talk about 
them. There are others who represent magazines as a whole who will 
cover the cost-ascertainment figures and so forth, which I must con- 
fess I am not too familiar with. All I know is the impact of this 
bill on ourselves in the second-class field. 

Popular Science Publishing Co. has not benefited from inflation. 
Others will picture for you the effects of the proposed postal rates on 
the magazine industry as a whole. In this statement I will confine 
myself to the disastrous effect of the proposed postal bill, S. 1046, 
on Popular Science Monthly and Outdoor Life. 


RAISING COSTS CAN KILL MANY PUBLICATIONS 


When rising costs make price increases necessary to readers and ad- 
vertisers, there comes a point of sales resistance where circulation 
shrinks and advertising volume is reduced to the point where a maga- 
zine goes into the red and then it goes out of business. So a few hun- 
dred office workers and some thousands of highly skilled paper workers, 
ink marker, engineers, printers, transportation workers, and men and 
women in the distributing end of the publishing business are out of 
jobs. 


THE EFFECT OF THE PROPOSED SECOND-CLASS RATES ON POPULAR SCIENCE 
MONTHLY AND OUTDOOR LIFE 


With the end of the war in 1945, this country entered its present in- 
flationary period. You see the effects of inflation every day in divi- 
dends paid by big corporations—and in the cost of living. Inflation 
benefited many industries but as figures that will be presented by other 
publishers will show, the publishing industry has not benefited by in- 
flation. Quite the contrary. 

Here are the effects of inflation on P oplar Science Monthly and Out- 
door Life and the effects on our magazines if the proposed increase 
in second-class postal rates is put through: 

Popular Science Monthly and Outdoor Life are what are known 
as service magazines. ( ‘ompared to other national magazines they 
would be considered as middle-size m: iwazines., 

Popular Science Monthly has a circulation in excess of 1,000,000— 
60-percent newsstand, 40-percent subscription. 

Outdoor Life has a circulation of 750,000—40-percent newsstand, 60- 
percent subscription. 

These magazines are the backbone of the Popular Science Publish- 
ing Co. which, as a profitable publishing organization, has for 35 years 
created many thousands of jobs for wor kers in the forests, paper mills, 
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ink factories, engraving plants, printing plants, transportation facili- 
ties, retail outlets, as well as the employees in our direct employ— 
those who do the creative work in our home and branch offices. 
Anything that affects the prosperity of the publishing business will 
have a far-reaching effect on workers in all parts of the country. 


OUR COSTS HAVE GONE UP FAR FASTER THAN SALES 


In 1946—the first year after the end of the war—we did a gross 
volume of business of approximately $5,000,000. In 1951 we anticipate 
doing a gross volume of approximately $6,500,000. ‘This is an increase 
in our sales of $1,500,000, or 30 percent. 

Despite this increase of 30 percent in dollar volume of business, in- 
stead of making a net profit of more than half a million dollars, as we 
did in 1946, our profits in 1951 will be in the neighborhood of a hun- 
dred thousand dollars. 

Or, put another way, whereas in recent years 4 to 5 cents out of every 
dollar taken in has been profit, this figure has been steadily shrinking 
to the point where in 1951 we will have only 1 to 2 cents out of every 
dollar for profit. 

Our serious situation has been created by steadily rising costs. 

While an increase of 30 percent in dollar volume has been secured 
since the war, our paper costs have been increased 90 percent, printing 
costs have been increased 31 percent, and all our other costs have gone 
up 23 percent. 

The net result of this combination of increased dollar volume not 
going up nearly as fast as increased costs has been the shrinking of 
our profits on Popular Science Monthly and Outdoor Life from more 
than $500,000 in 1946 to around $100,000 expected in 1951. And mak- 
ing only $100,000 or so on a $6,500,000 gross volume of business is 
too narrow a margin for the safety of our employees and the skilled 
workers in trades dependent on our success. 


HOW PROPOSED INCREASES IN SECOND-CLASS POSTAL RATES WILL AFFECT US 


In 1950 it cost $117,000 for postage on Popular Science Monthly 
copies going to subscribers and $83, 000 for Outdoor Life subse ription 
copies. 

So our total bill for second-class postage in 1950 was $200,000. 

As we have to maintain a subscription list of about 450,000 on both 
our magazines to equal competition for advertising, we expect our sub- 
scription lists to remain at their present size. 

Applying the proposed second-class postal rates to our present sub- 
scription list will mean that we will be paying $400,000 a year for 
a service that now costs us $200,000. 

As this added $200,000 cost is a business expense and figuring cor- 
porate taxes at 50 percent, this means our profits would be cut by 
$100,000 net. This, in turn, means that instead of making an annual 
profit of a hundred thousand dollars, we would just about break 
even—and this on an annual dollar volume of $6,500,000. 


WHY WE CAN’T GET THE INCOME ELSEWHERE TO MEET INCREASED 
POSTAL RATES 


A magazine publisher has only three sources of income—news- 
stand buy ers, subscribers, and advertisers. 
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Raise price to newsstand buyers: Popular Science Monthly and 
Outdoor Life before the war sold for 15 cents a copy. Today the 
orice is 25 cents a copy. Publishers of large-selling magazines who 
ar tried to go over the 25-cent selling price have found that it cuts 
down their newsstand sales to the point where they are at a distinct 
disadvantage competitively. The sales resistance of the newsstand- 
buying public is too strong. The law of diminishing returns works 
inexorably against us. Witness our own experience with our Popular 
Science Monthly school edition. In 1943 our company started a school 
edition of Popular Science Monthly which sold for 12 cents a copy 
to high-school students and had an average sale the first year of 113,- 
000 copies. In 1946 we increased the price to 15 cents a copy but in 
spite of this lost $45,000 on the operation. In 1948 we were forced 
to raise the price to 20 cents a copy to meet rising costs. However, at 
20 cents, the sales resistance was so great, our average sale shrank to 
80,000 and we sustained a loss of $34,000. 

The cost to manufacture and sell a copy has risén in 6 years from 
13 cents a copy to 25 cents a copy—an increase of 92 percent. 

As obviously we couldn’t continue to sell a magazine for 20 cents 
that cost 25 cents to make and sell, and as there was too much sales 
resistance from advertisers to make up the difference, we had to kill 
our school edition of Popular Science Monthly as of January 1949. 

Raise subscription rates: We get as high a basic subscription price 
as a 25-cent newsstand price will permit—$3 a year for a 25-cents-a- 
month magazine. As our experience indicates, we can’t raise our 
price per copy over 25 cents; we can’t raise our subscription price 
over $3 a year. 

Raise advertising rates: Again we meet the law of diminishing 
returns. We have steadily raised our advertising rates, and here is 
our history from postwar advertising peak in 1948 on advertising 
lineage and rates: 


Popular Science Monthly 


otee mar | Number of 
rr | advertis- 
| er | ing pages 


; 
$1, 075 1,750 1950 te hon $1, 227 | 1, 500 
1, 185 1,580 || 1951 (forecast) -_ - . oon 1,301 | 1, 330 


| Number of 
ad vertis- 
ing pages 


Rates per 
| page 


An increase in rate per page of $226 or 21 percent, and a decrease in 
volume of 420 pages or 24 percent. 

As advertising rates go up, volume of advertising pages goes down. 
In 4 years, while our rates on Popular Science Monthly went up 21 
percent, our number of advertising pages went down 24 percent. See 
chart on preceding page. 


Outdoor Life 


Number of 
advertising 
| Pages 


| 

Number of | 
advertising 
pages || 


Rates per 
page 


page 


$2, 072 
2, 167 | 


735 || 1950_. 
657 || 1951 (forecast) - . -- 


| Rates per 
| 
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An increase in rate per page of $392 or 22 percent, and a decrease in 
volume of advertising pages of 121 pages or 17 percent. 

So, again it is shown that an increase in advertising rates is fol- 
lowed by a reduction in volume of advertising. Outdoor Life, in 4 
years, increased its advertising rate 22 percent but its volume of 
advertising went down 17 percent. 


Ir IS GETTING TOUGHER TO GET ADVERTISING FOR POPULAR SCIENCE 
MONTHLY AND OUTDOOR LIFE 


The bulk of the advertising in Popular Science Monthly comes from 
schools selling home-study courses and from manufacturers of auto- 
mobiles, tools, automotive accessories. Obviously, youngsters faced 
with the expectation of being called to military duty aren’t going to 
enroll in technical educational courses that take 1, 2, and 3 years to 
complete. 

Our other main source of advertising in Popular Science Monthly 
is fromh manufacturers of products (automobiles, accessories, tools) 
requiring the use of metals that have become scarce. With the curtail- 
ment of automobiles and other products made of metal for civilian 
use, we are going to lose heavily in this classification of advertising. 

On Outdoor Life our chief source of advertising is firearms, ammu- 
ntion, and fishing-tackle manufacturers. Here, again, we will suffer 
heavily in advertising because of the curtailment in supplies of critical 
metals for civilian use. 

To summarize: This statement has been deliberately confined to the 
effect of an increase in postal rates on Popular Science Monthly and 
Outdoor Life. To recapitulate: 

1. Reader resistance to increased prices, as shown by subscription 
and newsstand experience cited above, shows we can’t increase the 
price of our magazine to readers, 

2. Shrinking advertising volume, as quoted in figures in this state- 
ment, shows we can’t raise our advertising rate to the advertisers. 

8. Shrunken profits. On our $6,500,000 gross volume of business, 
our net profits of only $100,000, after taxes, would be virtually wiped 
out by the proposed new postal rates which would cost us, after taxes, 
$100,000. 

As, in the present market, we can’t increase our price to readers or 
our rates to advertisers, and as our profits can’t absorb the proposed 
100-percent increase in rates, we respectfully request that the Senate 
Post Office and Civil Service Committee consider a much smaller in- 
crease in postal rates—possibly 30 percent—spread over 3 years 
or more. 

Now, I haven’t brought in a lot of figures here, but I would like to 
show you this chart. I took the year 1946 as the point of departure. 
Since the war, our publishing business has undergone some great 
changes, due to the terrific increases in cost of printing paper and 
printing materials. This top line shows how our costs have gone up 
percentagewise from 1946 to 1951. So, our costs of doing business 
have gone up, and our sales have gone up 30 percent, and that has 
resulted in our profits going from what they were in 1946 down 20 
percent, 40 percent, 60 percent, and in 1951, if this bill were enacted 
with a 100-percent increase, our profits would reach the vanishing 
point on our magazines. 
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We do a business of $6,500,000 a year. To doa business of $6,500,000 
and make a profit of only between $100,000 and $200,00 is a fairly nar- 
row margin. It is around 4 or 5 cents out of a dollar that we can retain. 
When we bring the profit down to $100,000 on $6 million, it is less than 
2 cents out of every dollar that we retain in profits. 

(Mr. Hammond submitted the following charts :) 


POPULAR SCIENCE MONTHLY and OUTDOOR LIFE 
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POPULAR SCIENCE MONTHLY und OUTDOOR LIFE 
As Advertising Rates Per Pag e 00, Ups “Advertisers™ jhe otstan nee stiffens and Number of 





1948 used as Base Year 


Mr. Hammonp. The magazines are responsible for the welfare of a 
great many more people than shows on the surface. The m: uazines 
are printed on paper; the paper starts with the man who cuts down 
the trees in the forest, then comes the pulp manufacturer, the paper 
manufacturer, the transport: ition of the paper to the printing plant, 
the compositors, printers, binder, shippers, and then it goes into distri- 
bution and reaches all parts of the country. So, anything that affects 
the prosperity of an industry such as the publishing business, with 
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all of its infinite ramifications in all of the States in the Union, I 
presume, or in most of them, is a serious thing from a national eco- 
nomic standpoint. It is not merely that Popular Science Monthly or 
Outdoor Life reaches the vanishing point, but there are literally thou- 
sands of people in our country not on the direct payroll that are 
affected by the fact that we take in $6,500,000 and pay out $6,300,000. 
That affects the wages in all branches of the industry. 

Now, on the increase in prices, I have a chart here that shows very 
succinctly what has happened with us in the past, in 1948, 1949, 1950, 
and 1951 as we increased our page rates, and it shows how our ad- 
vertising pages went down. On this side is Popular Science Monthly 
and on this side is Outdoor Life. The chart is not the same. It shows 
there is one magazine that has met with increased advertising re- 
sistance. Using 1948 as the point of departure, our advertising rates 
went up 22 percent, and as they went up our volume of advertising 
went down in the ratios as you see there. As we went up 22 percent 
in our rates in this 4-year period we went down 24 percent in the vol- 
ume of advertising that we carried. 

In Outdoor Life we had a similar experience. We went up 25 per- 
cent, and we went down about 18 percent in the volume of advertising 
that we carried. So, when we talk about increasing resistance, it is a 
very real thing; it is not just a dream with us. 

Now, in the case of getting more money from the readers, both of 
our magazines sel] for 25 cents a copy. We sell the subscription at 
$3 a year. In other words, you pay the same thing for a subscription 
as you do when you buy the magazine on the newsstand. 

| was thinking over the week end, suppose I was sitting on the other 
side of the desk and I was faced with this problem, I would not be 
entirely satisfied with the statements I got unless there was some 
suggestion. I would not take the liberty of calling it a reeommenda- 
tion but a suggestion. It was particularly interesting in view of what 
Senator Carlson had to say in his opening remarks as you were getting 
the hearing under way. 

In my presentation, I have confined myself to the disastrous effect 
on Popular Science Monthly and Outdoor Life of the proposed second- 
class rate. 

Speaking as a citizen as well as a publisher, I would like to make 
the following suggestions that may be of help to the Senate committee. 

I cdo not believe there should be more than a nominal increase in 
second-class rates until the Post Office Department has— 

1. Made full allowance in all their thinking for the cost of trans- 
porting and delivering mail for other departments of the Government. 
I believe this costs some $150 million. I know statistically the deficit 
is referred to usually as $550 million, but every time that is mentioned 
there is $150 million of that that is the expense of carrying the mail 
for other branches of the Government. ; 

2. Explored all possibilities for saving money and has instituted all 
possible economies in the operation of the Department along the lines 
suggested by the Hoover Commission, which I understand indicates 
a possible saving of some $150 million annually. 

5. Made a full examination of the possibilities of saving money in 
the cost of transportation and delivery methods. : 

_ 4. Made due allowance for the fact that the Post Office Department 
is a service organization before it is a money-making operation. As 
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long as it has to serve all the people in all parts of the country equally 
efficiently , it can’t possibly compete with, say, chain stores in economy 
of operation. So, in examining the postal deficit, allowance should 
_ made for the fact that mail matter has to be delivered to the Ameri- 

‘an citizen living in sparsely settled areas as well as to those who live 
in Washington or Chicago or New York or other large cities. 

No type of ret tailing has found it profitable to operate 40,000 branch 
stores, or even 4,000. I think the Post Office Department is run as a 
big business if it is efficiently operated and achieving all possible econ- 
omies in operation consistent with its purpose, but its purpose is not 
to make money, it is to serve the American public in an important item, 
the item of mass communications, which is emphasized more and 
more every day. 

5. Recognize that the magazines and periodical press of this coun- 
try perform a public welfare function that is essential to the unity 
and well being of this country. 

If it is a justified function of the Government to support agriculture, 
with a department that costs some $2 billion, a Commerce Department 
that costs more than $1 billion, and an Interior Department that costs 
some billion dollars a year, then isn’t the Government justified in pro- 
viding the widespread dissemination of ideas through the Post Office 
Department at a cost of only several hundreds of millions. 

If it is the function of the Government to contribute to the support 
of the education of men and women up to and through their college 
years, isn’t it equally the function of the Government to support the 
adult education that is made available through the magazines and 
periodical press. 

If it is the function of the Government to help in providing housing 
for the public, isn’t it equally the function of the Government to sup- 
port information on housing and better living as presented in the 
magazine and periodical press, 

If it is the function of the Government to support public health, 
isn’t it equally the function of the Government to support the maga- 
zine and periodical press in supplying information that makes this a 
healthy nation. 

If it is the function of the Government to support aviation, the 
merchant marine, the Bureau of Standards, and innumerable other 
activities, isn’t it equally the function of the Government to support 
the magazine and periodical press that disseminate to the public 
information and adult education. 

We believe the periodical press is the greatest single factor in car- 
rying to the American public the news that the 331 departments, 
commissions, bureaus, and officers of the United States want to get to 
the 147 million people scattered over the 3 million square miles of the 
United States. 

We believe that if second-class rates were needed in 1879 to knit the 
country together, now in these critical days of 1951, reasonable sec- 
ond-class postal rates are needed more than ever before. I under- 
score “reasonable,” because some adjustment is evidently indicated. 

We suggest that the Senate and the House Committees on Post 
Office and Civil Service appoint a joint committee that would inves- 

tigate the business methods, operation, rates and other charges of the 
Post Office Department. 
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Such a committee, besides a small group from the Senate and the 
House should include a staff of experts working full time who would 
first determine the value of the services rendered the Government and 
the citizens by the Post Office Department. I think until that defini- 
tion is arrived at you can’t very well establish rates that are equitable 
to all. 

Having made this determination, then the committee would be 
in a position to decide on the rates that should be paid and could 
be absorbed by the various types of users of the postal services, be- 
cause in business as well as in public service you have to fit your prices 
to the ability of the people you are selling your services to to absorb 
them. ; : ’ 
The appointment of such a joint committee would, I believe, lead 
to a clarification of the postal deficit problem and its equitable 
solution. 

I might add, after listening to this morning’s testimony, I think 
such a committee, if there is such a committee, should not be composed 
only of experts in accounting and business, but it would also be highly 
desirable, if you have a joint committee, to bring into such committee 
public-spirited citizens of the very top rank who would work with 
you gentlemen to evaluate the importance to this country of magazines 
and newspapers and all other periodicals being made available to the 
whole public. If I were a Senator instead of a businessman that 
would be my approach to it, but I am not a Senator. 

That is all. 

Senator UNperwoop. Are there any questions ? 

The CuarrMan. No questions. 

Senator UNperwoop. Thank you. 

Mr. Larimer. Mr. Chairman, may I at this time place in the record a 
statement of the American Farm Bureau Federation, 261 Constitution 
Avenue, Washington, D. C. 

(The statement referred to is as follows :) 

AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., April 4, 1951. 
Hon. OLIn D. JOHNSTON, 
Chairman, Post Office and Civil Service Committee, 
United States Senate, Washington, D. C. 

DEAR CHAIRMAN JOHNSTON: The position of the American Farm Bureau 
Federation with regard to increased postal rates and the reduction of the size 
and weight limit of parcel-post packages was expressed before your committee 
during the Eighty-first Congress. S. 1046, now being considered by your com- 
mittee, provides for postal rate increases in all classes of mail except fourth class 
(parcel post). We understand that the Interstate Commerce Commission will 
soon reach a decision with regard to this class of mail and that the recommenda- 
tions of the Postmaster General to the ICC probably will be approved. This re- 
duction of size and weight limit of parcel-post packages, coupled with the increase 
of rates, will work a hardship on farmers, because farmers in most areas are 
especially dependent on this service. 

We are aware of the fact that the Post Office Department is now managed 
at a deficit of some $521 million annually. In our previous statement with regard 
to adjustment in postal rates, we recommended that more efficiency could be 
obtained in the operation of the Post Office Department and suggested that the 
recommendations contained in the Hoover Commission report be utilized in this 
connection. We still maintain that if the recommendations of the Hoover Com- 
mission were fully implemented a substantial part of this present deficit could 
be eliminated. 

We know that many of the present postal rates have been in effect for a num- 
ber of years, and have not kept pace with the increased cost of handling mail. 
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We firmly believe that the free_flow of information through the mails, which 
has been possible through the years, has contributed greatly to the preservation 
and advancement of our democratic form of Government. We would hate to 
see Congress take action with regard to increased postal rates that would di- 
minish this flow of wholesome information now being distributed through the 
United States Post Office Department. 

We recognize the fact that the present postal rates have been a direct subsidy 
to many publications and feel that many of the commercial-type publications 
are now in position to pay a greater portion of the Post Office costs for handling 
such publications. 

All major departments of Government are set up to serve the people. Nor 
of the major executive branches of the Government are operated with the poli: 
in mind of making them self-supporting. Nevertheless, we favor economy in 
all Government operations, and urge that expenditures be reduced to the mini- 
mum, and the Post Office Department should be operated with maximum efficiency 
in order to render the greatest service to the greatest number of people. We 
feel, however, that there will continue to be a deficit in the operation of the 
Post Office Department, as is true in other major Government agencies. 

We believe that the rates proposed for second-class mail in S. 1046 will work 
undue hardships on nonprofit organizations. Therefore, we recommend that 
consideration be given to exempting nonprofit organization publications from 
the drastic increases provided for in this bill. We emphasize that there must 
be a distinction made in the determination of postal rates between commercial 
publications distributed for profit and those distributed as a service by volun- 
tary organizations, such as ours, which are making an effort to disseminate 
wholesome information with the aim of contributing to the general welfare of 
America and the democratic processes. 

The American Farm Bureau Federation has two publications—the weekly 
News Letter, distributed to some 35,000 Farm Bureau leaders throughout the 
United States, and the Nation's Agriculture, distributed 11 times each year to 
some 1,449,000 farm families. Both of these publications are now being sent 
as second-class matter. The Nation’s Agriculture is being subsidized by the 
American Farm Bureau Federation because we believe that the information 
contained in this publication is of value to the membership of the federation with 
regard to current issues and other matters which stress the responsibility of 
citizenship and Americanism. Under the proposed increased rates for second- 
class mail, as provided for in the legislation now under consideration by your 
committee, it would be necessary to double the present subsidy for these publi- 
cations because this proposed legislation would increase second-class mail 50 
percent above the present rates on the passage of this bill plus 25 percent each 
year for two succeeding years. 

We believe that some postal rate adjustments may be necessary in érder to 
keep pace with the increased cost of operating the Post Office Department. How- 
ever, we feel that the passage of this bill, in its present form, would be unduly 
discriminatory for religious, educational, scientific, agricultural, labor, or fra 
ternal organizations or associations not organized for profit and organizations 
where net income does not go to benefit any private stockholder or individual 

We respectfully request that this letter be made a part of the record. 
Sincerely yours, 

JOHN C. LYNN, 
issociate Director, Washington Office. 


Senator Unperwoop. The committee will adjourn and meet again 
tomorrow morning at 10 o'clock. 

(Whereupon, at 12 noon, the committee adjourned, tq reconvene 
on Thursday, April 12, 1951, at 10 a. m.) 
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THURSDAY, APRIL 12, 1951 


Untrrep States SENATE, 
Com™Mirree ON Post OrFice AND CiviIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
135, Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. ; 

Present: Senators Johnston (chairman), Carlson, and Dirksen. 

Also present: Nelson B. Wentzel, Deputy Assistant Postmaster 
General, and J. Austin Latimer, chief clerk and counsel. 

The Cuatrman. The committee will please come to order. Our first 
witness this morning is Mr. John O’Connor. 


STATEMENT OF JOHN O'CONNOR, CHAIRMAN, NATIONAL POSTAL 
COMMITTEE FOR BOOKS, NEW YORK 


Mr, O’Connor. Mr. Chairman and members of the committee, my 
name is John O'Connor. I am pore of Grosset & Dunlap, book 
publishers, and also president of the National American Book Pub- 
lishers Council. I appear here as chairman of the National Postal 
Committee for Books, an organization composed of representatives of 
the American Book Publishers Council—whose members publish 
general, religious, technical, scientific, and scholarly books—the 
American Textbook Publishers Institute, the Association of American 
University Presses, the American Booksellers Association, the 
National Association of College Stores, and the Book Manufacturers 
Institute. Thus I am speaking for a considerable portion of those 
directly interested in books. 

In a way, we should apologize for appearing at a time when you 
are so pressed. 

The Cuamman. That is all right. 

Mr. O'Connor. Educational institutions, associations of educators, 
professional associations and libraries also have a great interest in the 
effect on book use of postal rates, and I believe that representatives of 
these groups are appearing before your committee to express their 
points of view 

Gentlemen, those interested in books are grateful for this oppor- 
tunity to present our problem on postal rates to your committee. The 
bill for postal rate increases which you have before you, S. 1046, does 
not now include any provision for postage rates on books, which are 
presently classified as fourth-class mail or parcel post. Substantial 
parcel post rate increases, including a further sharp increase on books, 
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are now pending before the Interstate Commerce Commission, under a 
proceeding stemming from a legislative rider to an appropriation bill 
last summer. 


SECOND-CLASS SILOULD INCLUDE BOOKS 


Thus, alt house we understand why there are no provisions on book 
postage in the bill before you, we believe that your committee has 
acted wisely in admitting testimony-on book postage in these hearings. 
We believe that the time has come to consider most seriously either 
the transfer of books to the category of second-class mail or some legis- 
lative action which will assure for books a rate fairly comparable to 
the reading matter rate on magazines and newspapers. 

Books are reading matter—in fact, the original and basic form of 
reading matter, as “they « carry no advertising. Second-class is the 
reading-matter category in the postal-classification system. Over 90 
percent of the poundage of nding. matter now carried through the 
mails—primarily magazines and newspapers facta the advertis- 
ing therein—now moves as second class. Books and a ‘small ce itegory 
of periodicals without paid subscribers are the only forms of reading 
matter included in fourth-class mail, which is a category established 
for merchandise products of factory and farm. 


DISCRIMINATION IN POSTAL RATES 


We are convinced that it is primarily because books are thus segre- 
gated in fourth class, away from other types of reading matter, that 
the discrepancy between postal rates on magazines and newspapers 
and postal rates on books has persisted and increased, POpCRSRAaRe 
mail is regarded as the educational category of mail. Fourth-class is 
considered the merchandise category of mail, and so little of it con- 
sists of books that it is all too easy to overlook the fact that about 3 
percent by weight of fourth-class mail consists of reading matter in 
hooks. 

What is this present discrepancy in rates? Reading matter in 
second class now may be sent anywhere in the country for 11% cents 
per pound; and this includes not only the shipment of individual 
copies of publications to subscribers, but also bulk shipments to news 
agents. This second-class reading-matter rate of 114 cents a pound 
has not been pene anently changed for more than 20 ee In sharp 
contrast, the book rate 18 now 8 cents for the first pound and 4 cents for 
each succeeding pound for all zones, and is already about three times 
higher than the rate for reading matter in second-class mail. If the 
Postmaster General’s application to the ICC is approved, this book 
rate will be increased to 10 cents for the first pound and 5 cents for 

each succeeding pound. In addition this new 10- and 5-cent Nation- 
wide rate will “apply only to book packages up to 10 pounds—book 
packages over 10 pounds will have to be carried as zoned parcel post 
at still higher rates. There is no comparable weight limit for second- 
class mail. Moreover, the proposal before the ICC could drive out 
of the book cateogry of fourth-class entirely such indispensable books 
as encylopedias, ‘unabridged dictionaries, and many large scientific 
and professional book publications. Furthermore, the reasons for 
applying a flat unzoned rate to books are just as sound for book parcels 
over 10 pounds as for parcels of 10 pounds or less. 


ohh a 
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The book rate has already had successive drastic increases in 1942, 
1944, and 1948, total increases in the last decade of over 300 percent. 
The effect has been to burden the growth of book reading and buying, 
in comparison with the growth of magazine and newspaper circulation. 

In the first place, we are not in pursuit of a subsidy by way of rates 
or against an increase, but simply for an equality of rate between read- 
ing matter in books and reading matter in second class, for example 
magazines. 

These are the facts of discrimination against books so far as postal 
rates are concerned. What does the situation look hike when ana- 
lyzed from the angle of the cost of carriage? According to the most 
recent cost ascertainment figures of the Post Office De partment, books 
cost an average of 7 cents a pound to carry. Sec ‘ond-class matter costs 
the post office on the average 50 percent more per pound to handle. 
So we have a situation in which the form of reading matter which 
costs the post office least to carry per pound pays a rate which is three 
times as high as forms of reading matter which are more costly to 
transport and deliver. 

[ just happened to pick up this morning on the newsstand as I 

came out of the hotel, in one out of what might have been a thousand 
‘aniline: the Saturday Evening Post. Here is the Saturday Evening 
Post, which weighs, I think, " three- quarters of a pound. Three- 
quarters of a pound, incidentally, is the average weight of magazines 
carried in second-class. It is also the average weight of books, in the 
range of weight between small books and large books. We have a 
comparable weight of magazine and book, and here is the latest issue 
of the § Saturday Evening “Post, containing an installment of Senator 
Kefauver’s series on what will be and is his book on Crime in America. 
It is being published by Doubleday & c 0. as a book, and here it is in 
the Saturday Evening Post as a part of the magazine, and yet in the 
magazine it travels at 114 cents a pound, whereas, as a book, it would 
travel at 8 cents for the first pound and 4 cents for each succeeding 
pound, or three times as much. 

That is, in a way, a historical accident. It is not that Congress 
wished to discriminate against books, but as the rate structure grew 
there was no careful study made of the situation. The second-class 
rate as it stands today, not in amount but in principle, goes back to 
1879, and the theory of a favorable rate on printed matter goes as far 
back as Benjamin Franklin, when he became postmaster of the Colo- 
nies before we became a nation. 

The principle has been well established that a favorable rate on 
printed matter is in the public interest and Congress has continued to 
recognize that. 

Now, you have presently before you a bill which, if the Congress 
adopted the recommendation of the Postmaster General, would have 
the effect of raising the reading-matter rate from 114 cents, which 
is what it is now, to 3 cents, but at 3 cents the reading matter in 
second-class would still be below the present rate on books, which is 
S cents for the first pound and 4 cents for each additional pound. I 
know on grounds of expediency and finance ial necessity it would be 
unrealistic to think that there might be a decrease in the book rate 
vis-a-vis in the magazine rate, but certainly there should be an 
equality. 
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I recall the last time I testified before this committee there was an 
unhesitating agreement with the principle for which I was contend- 
ing at that time, and am still ¢ ontending, that there should be equality. 
I remember Senator Neely asking me, “Why don’t you make men- 
tion of the fact that it costs 8 cents for the first pound and 4 cents for 
each additional pound to ship the Bible?” I said, “Well, Senator, I 
don’t want to bring the Bible into the proe ao at all, but it, is per- 
haps a good ex: imple of the kind of thing that is here before us.” 

Now, it can be very simply remedied, and in a couple of minutes 
I will suggest a remedy, but, first, I would like to give you some facts 
from the | post- -office records, just very briefly summarized, which show 
how books stand as compared with magazines from the financial or 

rate standpoint. 

Now, the 1950 cost-ascertainment figures, or at least the advance 
sheets, were only released last Friday, I think it was, and they bring 
out very interesting facts, and I would like to elaborate on what I 
said on this part in my statement. 

In 1950, that is, fiscal 1950, the per-pound revenue, what the post 
office got per pound on second-class under the rates now in effect, was 
2 cents a pound, and during that same period the per-pound revenue 
on books was 5 cents a pound. In other words, from books the Post 
Office Department in 1950 got a revenue per pound carried of two and 
a half times what they got from second-class. And then they point 
out that that 2-cents-per-pound revenue from second-class included 
what they got not only from the reading matter but also what they got 
from the zone rates which apply to the advertising matter, because, 
as you know, there is a different rate on advertising matter, 

You may wonder why it stays down as low as 2 cents for reading 
matter and a cent and a half, and there are differential rates or zone 
rates on advertising matter. It is because there are points of entry 
established, and it is only from the point of entry that the zone rates 
are put on advertising. 

If you look at the other side, this cost per pound that we heard 
about in 1950 from the cost-ascertainment report, the cost per pound 
in the Post Office for carrying second-class was 9 cents. In other 
words, they got 2 cents and it cost them 9 cents a pound. On books 
they got 5 cents and it cost them 7 cents. 

Now, you might say that second-class had a subsidy by way of 
rates, and so did books, but a much smaller subsidy than magazines. 
The question of subsidy is one of policy for the Congress which goes 
to the root of the question, whether it is desirable to have a favorable 
‘ate for reading matter. That is a question of policy for the Con- 
gress to decided. I think it should have. 

I think there is an interesting point in the fact that the Postmaster 
General, who has proposed an increase of 100 percent in second-class 
rates, does not even think he can get the cost and revenue in balance. 
This is the most he thinks the traffic can bear. And the testimony 
so far in the hearings before the House indicates that the second-class 
publishers do not think it should be anything like 100 percent, that 
it could be perhaps 25 or 30 percent but not 100 percent. Even at 
100-percent increase the rate on second-class would be much more 
favorable than the rate on books, even though they are an identical 
and similar form of reading matter, similar in function and content. 
We would still have the situation where, if the Postmaster General’s 
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request for a 100-percent increase were adopted, the reading-matter 
rate on second-class would be 3 cents and the present book rate is 8 
cents for the first pound and 4 cents for each additional pound. 

Now, recently t the President himself—and I am sure it was some- 
thing with which the Postmaster General was familiar and sym- 
pe athetic to—pointed out in his message to the Congress this gross 
inequity with respect to the book rate “when he said, in his message 
of February 27, 1951: 

These excessive subsides for newspapers and magazines are not only wrong, 
they are seriously inequitable. Books, which are surely as important as news- 
papers and magazines in disseminating information * * * are classified as 
fourth-class mail. Under the recommended rates, there will be little, if any, 
subsidy in carrying these publications—a startling discrimination in compari- 
son to the situation on second-class mail. 

It is generally recognized, and it was recognized in this committee 
twice, and in the committee of the House last year, by providing for 
no increase on books, although at that time it was sought, as you know, 
to make a substantial increase in the second-class rates. No increase 
was proposed on books last year in recognition of this inequity, which 
has been further recognized and publicized in the President’s message. 


PARCEL POST VERSUS EXPRESS 


In addition to the problem of the post-office deficit, we realize that 
parcel post is in direct competition with express. Furthermore, in 
the last few years, as parcel-post rates have lagged behind express 
rates, which have been pushed upward by rising costs, there has been 
a great diversion of merchandise traffic from express to parcel post. 
The poundage of parcel post doubled from 1942 to 1949. No sig- 
nificant part of this increase, however, consisted of books. The pound- 
age of book-rate mailings increased only some 5 percent from 1942 to 
1949. And asI have previously pointed out, book-rate mailings now 
make up only some 3 percent of the total poundage carried in fourth- 
class mail. Because of the nature of the book trade and its distribu- 
tion system, the use of the mails where they are now used is essential. 
Raising the book rate and putting a 10-pound weight limit on it will 
not divert any significant portion of the 3 percent of book poundage 
in fourth-class mail to express—it will merely raise the cost of book 
mailing. 

COMPARABILITY OF READING MATTER 


I have assumed in the discussion thus far that there can be little 
question of books being directly comparable with printed matter now 
included in second-class, principally magazines and newspapers. 
This seems obvious to us. The key words in the standards provided 
by law for second-class mail are— 


published for the dissemination of information of a public character, or devoted 
to literature, the sciences, arts, or some special industry. 


Books certainly meet these requirements to the highest degree, un- 
diluted by advertising. So far as reading matter is concerned, there 
isa very great similarity and even identity of content as among books, 
newspapers, and magazines. We can see no grounds in logic, equity 
or considerations of “public policy, why reading matter in magazines 
and newspapers alone should be given a specially favorable treatment 
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on the grounds of fostering education, public enlightenment, and 
culture. Books certainly serve these same functions on the highest 
level, and in a more basic and permanent way. 


EQUITY OF RATES PARAMOUNT 


Now for a final word as to the level of rates and the question of 
post-office costs. We are asking in the public interest that books be 
given equal rate treatment with reading matter in magazines and 
newspapers. Equal treatment is what books now have in the postal 
rate structures of other advanced countries of the world. We are 
not asking a favorable postage rate for books as a special legislative 
policy. Whatever rate the Congress should be paid by magazines, 
newspapers, and books, considered together, we are quite prepared 
to pay. If the Congress believes that there should be a substantially 
favorable rate for all of these media for reading matter, we would 

certainly not disagree; but neither would we protest if the Congress 
felt that all reading matter should bear heavier postage rates, so long 
as those rates are equal. 

I need hardly argue how vital the mails are to the distribution of 
books to schools, to libraries, to colleges, to book stores which are the 
only outlets for the 8,000 to 10,000 new books that are published every 
year under new titles, and to the individuals of the small towns and 
farms not reached by express offices, not reached in any way except 
by mail, so far as the supplying of books is concerned. 


REMEDIES 


Now I come to the remedies. I think if you accept my argument 
that there should be parity of rates on all forms of reading matter, and 
particularly on books, because they are the basic form of reading 
matter, the form in which all the value of our civilization was pre- 
served and made available to the people, that there is such a principle, 
that there should be such parity of rates, then how do we go about 
remedying the historical situation? We urge your committee to give 
the most serious consideration to an amendment of the bill before 
you which would, at least, leave the book rate where it is, and thus 
approach in some degree the principle of equality of rates for books 
with the reading-matter portion of magazines and newspapers. 

This might be done in any one of the three following ways: 

(1) Transfer books to a special, carefully defined category of second- 
class, a separate subdivision of that class, distinguishable from mag- 
azines and newspapers. In other words, take books from out of 
fourth-class, where they are now lumped with merchandise—and 
where, incidentally, they were originally put by the Interstate Com- 
merce Commission and not by the Congress. 

In 1913 the Interstate Commerce Commission put books under 
fourth-class with merchandise, and they have been there ever since. 
Now, they can be taken out of the merchandise class and put in the 

reading-matter category, which is the second-class. The Post Office 
ocitened might have some technical objection which might have 
to do with the subscription list, and so on, but I cannot see why a 
substitute second-class cannot be devised. 
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The Cuarman. Did you keep up with the bill that was reported 
out of this committee in 19494 

Mr. O'Connor. I can’t answer, Senator. The only one I know of 
is the second one that was reported out, in which there was no men- 
tion made of books at all. I think in the prior bill there was an in- 
crease in rate. 

The Cuamman. What about the bill that passed the House and 
came to the Senate ? 

Mr. O’Connor. Last year? 

The CHarrman. Yes. 

Mr. O’Connor. There was no provision for an increase on books at 
that time. 

The Cuarrman. We reported a bill out in 1949 and then in 1950 
the House passed a bill. 

Mr. O’Connor. That is right. 

The CHarrMan. And it came over to us. 

Mr. O’Connor. That is right. 

The Cuarrman. Of course, it never was acted on by the Senate. 

Mr. O’Connor. That is right. 

The Cuarmman. I think both of those bills had no increase for 
books. 

Mr. O’Connor. That is quite correct. 

Now, if for any technical reason, it was not thought desirable to 
place books in second-class for the pur pose thereby of giving them an 
equal rate with reading matter in magazines, then that same purpose 
could be accomplished by. leaving books in fourth-class, but giving 
them a rate equal to that on the reading matter portion of second- 
class, and by providing that the rate to be applied to books in fourth- 
class shall continue to be equal to the rate applied in second-class to 
magazines and newspapers. However, I do not think books belong 
in fourth-class. 

The Cuarrman. We have given all that some study, of course, and 
we want to do what is right in regard to the matter. There may have 
to be some little increase to take care of the increased cost of running 
the post office, the salary increases and everything else, so you almost 
have to increase the rates some. 

Mr. O’Connor. You mean a relative increase to the reading matter 
in second-class? You do not mean an absolute increase over the pres- 
ent rate, because we are out of kilter now, we are off level now. 

The CuHarrmMan. I mean we have got to get some revenue from 
somewhere. 

Mr. O'Connor. It would be unbecoming of me to point out where, 
Senator. Iam not an expert on post-office finance. 

The Cuarrman. I think you will find this committee is very friendly 
in anything that is helping out education or trying to get across to 
the public any information in the nature of re: ding matter that has 
not too much advertising mixed in with it. 

Mr. O’Connor. Senator, I am talking about reading matter only. 

The Cuatrman, I know. 

Mr. O’Connor. I must say I have sympathy for advertising, for 
one reason, and I think it is a good one: I think advertising is one 
of the things that has helped to unify our country and has made for 
progress in the arts, the mechanical arts. On the other hand, we must 
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make a distinction between economic distribution and what the rate 
ought to be. 

The Cruamman. Don’t misunderstand me. I am a great believer 
in advertising. I think it builds up business in the United States, 
and when you do that, of course, you increase the income, and you 
increase the income that you get in the income tax, and all the way 
down the line as you build up business. But what I had reference to 
was this: Of course, we as a government, I don’t think should sub- 
sidize—that is what it amounts to in the long run—subsidize people 
that are making huge sums out of advertising. There ought to be 
some line of demarcation there. That is my line of thought. Prob- 
ably we should watch that, and we do do that already in the law as it 
now stands, and it has been one of the rules that we have followed 
all along. 

Mr. O’Connor. The question of the second-class rate is really a 
question of expediency as much as anything else. You do not want to 
hurt them too badly, and yet you want to get some money out of them. 

The Cuamman. We want to hurt them as little as we can. 

Mr. O’Connor. I am arguing, Mr. Chairman, on a very high level 
of principle here. I notice one thing that is very interesting in these 
cost-ascertainment figures which really amazed me, and I have only 
had an opportunity to study them since last Fr iday. Iam sure it must 
have amazed Mr. Wentzel, too. I notice that in the 1950 fiscal year 
the cost to the post office of handling book mail was $12,879,000, and 
in the 1949 calendar year it was $14,629,000. So the cost to the post 
office, in some mysterious fashion which I do not understand but 
which must be so if they say it is so, dropped by about $2,000,000. If 
the Interstate Commerce Commission aeneae the Postmaster General’s 
proposal—which God forbid—they would get a revenue of $16,308,000, 
which would yield them as nice a profit on the book postage as anyone 

‘an possibly imagine. I am sure that the Government should not 
profit by the distribution of books, I am sure nobody would disagree 
with that, and yet there it is right out of the Post Office Department’s 
own figures. In other words, there has been a decrease of $2,000 000 
in the cost of handling books in fiscal year 1950 as compared with the 
calendar year 1949, and the expectation recited to the Interstate Com- 
merce Commission that if they give them the rates that they ask for 
they will get $16,000,000, or a profit of $2,000,000 to $3,000 000. 

The Cuarrman. You see, there is a good deal of difference between 
the fiscal year and the calendar year. 

Mr. O’Connor. I don’t know why the figures were prepared in this 
fashion. It happens during that period “of time the rate on books 
was the same. 

The CuatrmMan. There could be some difference between the fiscal 
year and calendar year, as you can probably see. One starts July 1 
and the other starts January 1. 

Mr. Wenrzex. That is due to the fact that there was a decrease of 
18,000,000 pounds in the weights of the books mailed in 1950 as com- 
pared to the 1949 fiscal year. That is about a 10-percent. reduction 
in weight of mailing. 

Mr. O’Connor. Then you are achieving your purpose in driving 
books from the mails. 

Mr. Wenvzet. I would not say that. 
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Mr. O’Connor. To continue, if there is some technical reason why 
you can't put it in second class, there is no reason why a rate cannot 
be fixed on books if they are left in fourth class, and it could be pro- 
vided that that rate could fluctuate with the rate on reading matter 
in magazines. I would like to emphasize again and again that we 
do not want anything taken away from the reading matter in maga- 
zines. Wht they get we will take; I don’t care what you do with it. 
If the public policy is to push it up, we will go up with it—I don’t 
think you will push it up, though. 

There is one other thing and then I am through, and that is that 
the proposal of the Post Office Department to the Interstate Com- 
merce Commission would take all books over 10 pounds and throw 
them into general parcel post, on which a very large increase is pro- 
posed and which, of course, is on a zone basis. 

It just happens that the book- publishing industry in this country 
is concentrated in the Northeastern States, and I have yet to find a 
Representative or a Senator representing const ituencies in States west 
of the Pennsylvania line or south of the Maryland line who do not 
maintain that a man who lives there has a right to get his books at 
no greater carri: ge cost than the fellow who happens to live in Massa- 
chusetts or New York, or some place close by. 

That is the basic reason why on magazines the reading-matter rate 
was made on only one zone rate. This has bothered Mr. Wentzel for 
technical reasons, which I do not understand. 

You take Samuel Eliot Morrison’s History of United States Naval 
Operations in World War II, which happens to be in six volumes, 
because it was a big war and there was a lot to say about naval opera- 
tions, that weighs ‘10 pounds and 11 ounces. It would have to go by 
parcel post and the increase in rate on that over the present rate would 
be 347 percent. 

The American Men of Letters Series, edited by Joseph Wood Krutch, 
a very distinguished series of books dealing with Thoreau, H: uwthorne, 
Robinson, Edwards, Dreiser, and so on, pla unned as a 23-volume series, 
that, of course, would be thrown into the category of over 10 pounds 
and the increase in rate on that would be 350 percent. 

To take just one more example, the Oxford Junior Encyclopedia, a 
total of 12 volumes, weight 43 pounds and 8 ounces, the present rate 
s $1.80 and at the new parcel-post zone rate, if it had to go to the 
eighth zone it would be $6.29, or an increase of $4.49. 

I maintain that is grossly inequitable. We have the basic inequity 
of the difference between the reading-matter rate on magazines and 
the reading-matter rate on books, and we have this added inequity if 
the Interstate Commerce Commission consents to the Postmaster Gen- 
eral’s proposal of dividing books arbitrarily at 10 pounds and throw- 
ing all the books above 10 pounds into parcel post. 

I think the whole thing can be simply solved by the amendment 
of this bill which is now before you, which will provide that books 
shall have the same reading-matter rate as second class or the present 
rate, whichever is larger. In other words, I am not suggesting a 
reduction in the rate. 

I am submitting for the record, in addition to my testimony, a some- 
what longer statement, Discrimination Against Books in Postal Rates, 
which goes into greater detail on a number of the points covered in 
this testimony. 
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The Cuarrman. It must be inserted in the record if there is no 
objection. . 
(The statement referred to is as follows:) 


DIscRIMINATION AGAINST Books rn PostraL RATES 


SUMMARY 


The United States postal classification and rate structure contains a serious 
and increasing discrimination against books as compared with other forms of 
the printed word—and especially as compared with magazines and newspapers, 
The United States is almost alone among the advanced countries of the world in 
such postal-rate discrimination against books, which has been intensified in this 
country in the last few years by three successive and drastic increases already 
in effect, not as a deliberate and well-thought-out national poticy but as a result 
of an unbalance in the rate structure which has still to be remedied. 

Attention was called to this inequity by President Truman as recently as 
February 27, 1951, in the following passage of his special message to the Congress 
on postal rates: 

“These excessive subsidies for newspapers and magazines are not only wrong, 
they are seriously inequitable. Books, which are surely as important as news- 
papers and magazines in disseminating information * * * are classified as 
fourth-class mail. Under the recommended rates, there will be little, if any, 
subsidy ip carrying these publications—a startling discrimination in comparison d 
to the situation on second-class mail.” 

The reading matter in magazines and newspapers is carried anywhere in the 
United States for 14%4 cents a pound. Books are carried at 8 cents for the first 3 
pound and 4 cents for each succeeding pound. A recommendation of the Post- 
master General now pending before the Interstate Commerce Commission would 





raise still further this admittedly inequitable book rate to 10 cents and 5 cents, 4 
or more than three times the present rate for reading matter in magazines and 5 
newspapers. On the other hand, the cost per pound to the Post Office Depart- ’ 


ment of handling newspapers and magazines is just about 50 percent higher than 
the per-pound cost of handling books. 

There appear to be no grounds in logic or in public policy for the discrimina- 
tion in postal rates against books as compared with magazines and newspapers. 
There is substantial similarity and frequently even identity of content in these 
three parallel and complementary media, It is a regular practice to publish 
books in serial form in magazines and newspapers. Recent striking examples 
include the memoirs of Churchill, Eisenhower, and the Duke of Windsor. as well 
as many of the most outstanding recent novels. Authors write for publication 
in ali three media. Books are not merely an equally indispensable means of 
communication, education, culture, and recreation but the most basic, the most 
permanent means of dissemination and preservation of the information, know]l- 
edge, and values of our civilization. Substantial parity in postal rates should 
therefore exist as among these forms of disseminating the printed word. If it is 
in the public interest to encourage the distribution of newspapers and maga- 
zines by a low postage rate in order to foster and promote education, public 
understanding, and cultural advance, the same considerations apply with vastly 
greater force to books. The specific postal rates to be granted to foster public 
education in this broad sense is, of course, a matter to be weighed and decided 
in the light of the circumstances, conditions, and budgetary requirements at any 
particular time. Those interested in books are not arguing for a subsidy or 
against a rate increase. They ask only for equitable treatment, which would 
classify books in such a way as to apply to them a rate equal to that imposed 
on the reading-matter portion of newspapers and magazines, whatever that 
rate may be. 

THE POSTAL RATE STRUCTURE ON PRINTED MATTER 


Magazines and newspapers published for profit are in second class. The 
second-class rate has always been low, as a matter of public policy. Congress has 
evidently felt that a low and favorable postage rate on reading matter is a wise 
policy that has paid dividends in the form of an educated and enlightened elec- 
torate. Nevertheless, the most basic and important of all reading matter in the 
form of books is classed with merchandise as fourth-class matter, and required to 
pay a far higher rate than the reading-matter portion of magazines and news- 
papers. 


as 
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The book rate is now 8 cents the first pound, 4 cents each succeeding pound, 
The reading-matter portion of magazines and newspapers is carried at 144 cents 
per pound. (In addition, magazines and newspapers pay separately by weight 
and distance at higher rates for the advertising matter contained in them. But 
even the advertising matter in magazines and newspapers is carried through the 
mail for less than books, up to distances of at least 1,000 miles. Books, of course, 
earry no advertising. 


THE BOOK RATE HAS RISEN WHILE SECOND CLASS HAS REMAINED CONSTANT 


The second-class rate has remained constant for more than 20 years. But book 
postage has risen sharply three times since the book rate was established in 1938. 
At that time, the social value of books was recognized by assigning to them a 
postal rate equal to the postal rate on the reading-matter portion of magazines. 
The President then said that “the interests of the public in the promotion of 
the cultural growth, education, and development of the American people” re- 
quired such a rate, which was then fixed at 144 cents per pound. But in 1945 the 
book rate was doubled to 3 cents per pound. Next, a surcharge was added which 
had the practical effect of making the rate 4 cents for the first pound and 3 cents 
for each additional pound, In 1949, the rate was increased a third time to the 
present rate of 8 cents the first pound and 4 cents for each additional pound, al- 
though the magazine reading-matter rate has throughout remained at 144 cents 
a pound. Legislation is now before Congress, however, to double the second-class 
postal rates for magazines and newspapers on both reading matter and advertis- 
ing over a 3-year period. If enacted, this legislation would somewhat reduce the 
rate discrimination against books if the book rate remained where it now is. 


CURRENT PROPOSALS BEFORE THE INTERSTATE COMMERCE COMMISSION FOR A NEW 
INCREASE ON BOOKS 


If proposals which the Post Office Department has recently made to the Inter- 
state Commerce Commission—as required by a rider concerning fourth-class 
postal rates in an appropriation act last year—are approved by the Commission, 
the book postal rate will be raised sharply again in 1951. This new flat rate of 
10 cents for the first pound and 5 cents for each succeeding pound would, more- 
over, apply henceforth only to book packages up to 10 pounds, as compared with 
the 70-pound limit at present. The many book packages over 10 pounds would 
pay the much higher regular zoned parcel-post rates applicable to general mer- 
chandise, There is, incidentally, no comparable weight limit for second-class 
mail. 

IMPORTANCE OF THE POSTAL SYSTEM IN BOOK DISTRIBUTION 


The postal system plays a vital role in the distribution of all types of books 
educational or technical, religious or current affairs, fiction or nontiction. There 
are in the United States over 300 book publishers, university presses, and reli- 
gious presses that publish five books or more each year. The great majority o! 
these publishing houses serve the entire country from the Northeast. 

Retailers’ and libraries’ use of the maiis—The booksellers of the country 
commonly buy at a time a few copies of individual books from scores and even 
hundreds of publishers. They must do this in order to carry a fair representation 
of the 8,000 to 10,000 titles published each year in the United States, as well as 
the nearly 100,000 titles kept in print. Purchases of books by public and school 
libraries are made in a similar manner. These packages are usually so small as 
to make the substantial minimum express rates prohibitive. 

School and college use of the mails.—Schools and colleges have textbooks 
shipped by freight and motortruck when large orders are placed, but even with 
respect to textbooks, emergency and supplemental needs and orders from strictly 
rural areas require the use of the mails, as does the distribution of examination 
copies. 

Direct-mail purchases vital to rural population—A very considerable volume 
of books is also sold by mail directly to the consumer. In the rural areas and 
smaller cities and towns not served by bookstores, purchasing by mai! is about 
the only practical way that books can be secured. In the book trade, the pur 
chaser—bookseller, school, library, or direct Consumer—usually pays the trans- 
portation cost ; it is not a business expense of the publisher. 

here is, therefore, a large and important portion of the system of book dis- 
tribution which is entirely dependent upon the post office. 
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BOOKS A MINOR ITEM IN POSTAL TRAFFIC 


Although the postal system is essential to book distribution, books are not a 
large item in the business of the Post Office Department—either in terms of 
poundage or dollars and cents. Approximately one-half of 1 percent of postal 
expenditures in 1949 were attributed by the Post Office Department to the cost of 
carrying books at the book rate. As to volume, while the poundage of mer- 
chandise parcel post just about doubled from 1942 to 1949, book mailings have 
not increased in any such ratio and have scarcely contributed at all to this new 
burden on the post office. The increase in book shipments from 1942 to 1949 
was less than 5 percent. 


BOOKS PAY A HIGHER PROPORTION OF POST OFFICE CARRIAGE COST THAN OTHER PRINTED 
MATTER 


Books are currently paying three or four times as high a proportion of the cost 
of their carriage as magazines and newspapers; and the fraction of the present 
annual postal deficit of several hundred million dollars attributable to the car- 
riage of books is hardly more than 1 percent and probably a good deal less, 


THE NECESSITY OF PLACING ALL READING MATTER IN SECOND CLASS 


There is an urgent public need for placing all types of reading matter in the 
second-class-mail category. Over 90 percent of reading matter is there alres idy in 
the form of newspapers and magazines of all descriptions, profit, and nonprofit. 
Books, however, are still in the fourth-class-mail category. This division seri- 
ously handicaps rational and fair consideration of all the factors which should be 
weighed in determining postal rate policy for reading matter. In fact, this 
division of reading matter between two classes of mail virtually assures two 
unrelated policies based on two different principles of public interest, rather 
than a single and unified policy applicable to all reading matter. 

This problem is highlighted at the present time. Committees of both Houses of 
the Congress are considering identical bills for the first-, second-, and third-class 
postal rate increases, which would among other things reduce the excess of cost 
over revenue in second-class rates from about 80 percent to 60 percent over a 
3-year period. Fourth-class rates are not being considered by the Congress be- 
cause the pending case before the ICC which would virtually balance cost and 
revenue in fourth-class as a whole. In fact, approval of the proposal now before 
the ICC would raise the book rate to the point where it would return a profit 
to the Post Office. 

Thus by the fortuitous circumstance of postal rate classification at some time 
in the past, the Congress is today handicapped in evaluating the entire reading- 
matter situation. The Congress is in the process of deciding whether newspapers 
and magazines should pay 40 percent instead of 20 percent of their cost of car- 
riage in the mails, At the same time, the ICC is deciding, on the basis of an 
appropriation rider requiring fourth-class to pay its way, whether books shall 
pay more than 100 percent of the cost of carriage. . 

The discrimination against books in postal rates will continue and may mount 
unless the attention of Congress can be focused on the total problem of rates for 
reading matter. The most practical Way to achieve this appears to be through 
congressional action placing books in second class. Once this was done, rate 
policy could be determined on a sound basis by a single authority (Congress), 
and there would be opportunity for books to have a rate equal to that applying 
to the reading matter of newspapers and magazines, whatever that rate may be. 

If books were placed in second-class, they need not be included in the section 
of that classification dealing with magazines and newspapers, which has certain 
technical requirements as to subscription lists, regularity of issue, etc. A sepa- 
rate, carefully defined subdivision of second-class could be established for books 
at a rate that would be equitable in comparison with the rate for the reading- 
matter portion of magazines and newspapers. 


The Carman. Are there any questions? 

Senator Carrson, I was interested in your comment that 18,000.000 
pounds less books were carried through the mails in 1950 than in 1949. 
That brings to mind the statement made yesterday by one of the wit- 
nesses that the postal charges paid by one concern were $400,000 less 
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in 1 year over the preceding year, but the post office never made any 
inquiry as to what happened or why that situation prevailed. [| think 
maybe you raised a point there that, as a Department, maybe we better 

do a little checking and see if we can’t increase our business some. 

Mr. O’Connor. I would not quarrel with that, Senator. I remem- 
ber during the testimony before the Interstate’ Commerce Commis- 
sion— and I believe it appears in the official reeord—the statement was 
made by the Post Office Department that they believed it would drive 
the heavier packages of books from the mails. Is that right, Mr. 
Wentzel ? 

Mr. Wenvzet. We merely said it should pay the parcel-post rate in 
the freight category of wholesale shipment of books. 

Mr. O'Connor. But you did say you thought that would drive it 
from the mails. 

Mr. WenrzeL. Not quite in that language. 

Mr. O’Connor. Senator, I am at your disposal. 

The CHamman. We appreciate your coming and appreciate your 
information. 

Senator Carison. It was a very fine statement. 

The Cuamman. The next witness is Mr. Charles E. Sweet. 


STATEMENT OF CHARLES E. SWEET, CAPPER PUBLICATIONS, INC., 
TOPEKA, KANS. 


Mr. Sweet. Senator Johnston and Senator Carlson, my name is 
Charles E. Sweet and I am representing the Capper Publications at 


Topeka, Kans. 

The Cuamman. May I say one thing. I have served with Senator 

Capper here and I know what a fine, upstanding gentleman he is. I 
am certainly glad to have you come here representing this concern 
that he is connected with. 

Mr. Sweer. Thank you. I agree with you. I have been associated 
with the Senator for about 30 years. 

Senator Cartson. Mr, Chairman, I want to concur in your state- 
ment. I — the committee to know that Mr. Sweet does represent 
Senator Capper’s publications and has been with them many years, 
and that out in the Middle West and in the Nation as a whole their 
publications stand ace high. 

Mr. Sweer. Capper Publications, Inc., publishes the following farm 
papers, magazines, and newspapers using second-class mail : 

Capper’s Farmer, a monthly national farm magazine, 1,354,860 
circulation, all by mail direct to the farmers except 856 copies. 

Kansas Farmer, a State farm paper for the State of Kansas with 
120,077 circulation, all by mail direct to the subscribers. 

Missouri Ruralist, a State farm paper for the State of Missouri with 
135,576 circulation, all by mail direct to the subscribers. 

Household magazine, a national monthly home service magazine for 
the people living in the smaller cities and towns of the United States 
with 2,090,551 circulation, all direct by mail to the subscribers except 
681 copies. 

Capper’s Weekly—a weekly rural newspaper circulating principally 
in six Midwestern States with 436,251 circulation all by mail direct 
to the subscribers. 
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Topeka Daily Capital, with over 60,000 circulation of which ap- 
proximately 26,000 are delivered by mail to subscribers in the State 
of Kansas. 

Kansas City Kansan, with more than 29,000 circulation of which 
only approximately 400 are delivered by mail. ; 

The company is also the majority owner of Capper-Harman-Slo- 
cum, Ine., which publishes three State farm a at Cleveland, Ohio, 
for the States of Michigan, Ohio and Pennsylvania. These publica- 
tions are: 

Ohio Farmer, 153,327 circulation, all by mail. 

Pennsylvania Farmer, 147,680 circulation, all by mail. 

Michigan Farmer, 142,057 circulation, all by mail. 

The foregoing amounts to a combined circulation of more than 
4,649,000, and of this total more than 4,585,000 are subscriptions going 
direct by mail to the subscribers. It will also be noted that these sub- 
seribers are farmers living on rural free delivery routes, or people 
living in small towns and/or small cities. mien 

In opening my statement on behalf of Capper Publications, Inc., 
I wish to make two points very clear; (1) It is not our contention that 
there should be no increase in second-class postage rates; and (2) 
that it is emphatically our contention that rates proposed in S. 1046 
are excessive, unreasonable from any viewpoint of business procedure, 
and which might be disastrous to large segments of the publishing 
industry. 

In regard to any increase in second-class rates, I should like you 
to consider the present rates on their record from 1929 to 1946. In 
that period, they were exactly the same as they are now—with the 
exception of 2 years when they were raised. This raise one clisas- 
trous to total income, and the raise was eliminated. Now in that 
period, I can recall no great pressure from Government to raise the 
rates, in spite of the fact that the cost-ascertainment system showed 
that second-class mail did not pay its way. In fact, two different 
Postmaster Generals stated it should not be used as a basis for rate- 
making. Neither can I recall any demands by publishers that the 
rates were too high and should be reduced. In short, judged histori- 
cally the rates must have been about as equitable as we humans can 
accomplish. 

But, changing from a profit in 1945, the Post Office Department has 
gone year by year into a Raia deficit. Its costs have been increased, 
and its load increased. I know a great many publishers and I have 
never heard one contend against any increase in pay to post-office 
employees. We recognize that post office costs have gone up, the same 
as any other costs. There is one figure from this cost-ascertainment 
report that we are willing to accept; namely, that in these last few 
years the cost of second-class mail has increased just about 30 percent. 
Why do we accept it? Because, irrespective of the margin of error as 
to how much of the total costs should be allocated to second-class, this 
cost figure is presumably a constant figure, and therefore reasonably 
accurate. It is the one figure I believe you can tie to without becoming 
enmeshed in all the variables and intangibles of allocations of costs, 
public policy, and so forth. 

If we accept that approximately 30 percent is an accurate increase 
in the cost of handling second-class mail, and if we find no fault in 
increasing the wages which were responsible for most of this in- 
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crease, how can we logically oppose a like increase in rates? Per- 
sonally, we cannot. 

But, we in the segments of the publishing business where postage is 
an important factor in our total costs, and where we cannot flee from 
the use of second-class mail, can ask for that increase to be made so 
that we can absorb it—or adjust to it—without major or harmful dis- 
locations in our business. 

It is my personal belief that the increase should be made in two 
steps, and my reasons are very simple: (1) Two-year fiscal plans are 

the normal procedure of government—National, State, or local. (2) 

Who in these days can sossibly foresee conditions more than 2 years 
in advance at most ¢ Ww ill we have more inflation or recession or be 
in an economic calm. (3) From the viewpoint of our own business 
we prefer to make as Mew price increases as possible. Nothing creates 
more uncertainty and harm to business than constantly fluctuating 
prices, especially jumping price levels. 

In concluding my statement agreeing to a reasonable increase in 
second-class rates, I must point out that this is not any simple and 
unimportant matter to us. From anything which we can foresee in 
present business conditions, it is nothing that we can absorb from 
profits. It means dislocations and adjustments; in short, raising ad- 
vertising rates and taking the gamble that they will produce more 
revenue and not less. But dislocations and adjustments, within a 
reasonable range, are the normal responsibilities of business, and we 
are willing to ‘undertake such adjustments when the are reasonable 
ad soundly based. 

In regard to the rates proposed in S. 1046 being “excessive and un- 
reasonable” I should like to point out that in all business, whether 
public or private, there is a very legitimate meaning of the phrase 
“what the traffic will bear.” In our own business, and for the pub- 
lications in Topeka (and not including those in Cleveland or Kansas 
City) our second-class postage bill for 1950 was $522,500. Under 8. 
1046 the first year’s step would cost us $ ee which is several times 
the gross profit of these publications last yea How could we adjust 
for any such increase in costs? In our rural ‘field of publishing there 
are only two ways: (1) Increase our advertising rates; and (2) since 
we have no control over either paper or postage pr ices, cut ier ex- 
penses (which means principally cutting off employees). In this 
farm field, any talk about “raising subscription rates” as a means of 
realizing more net income is about as practical as a proposal to send 
a Ford peace ship to Korea. 

There has been testimony to the effect of cost increases in our pub- 
lishing business of as much as 300 percent; and that the newspaper 
and magazine business “has never been more prosperous.” Such state- 
ments sumply do not line up with our experience. It is true that since 
released from the freezes during World War II, paper costs have risen 
in some cases more than 100 percent; that labor costs have increased 
over 80 percent. But these were ace omplished over a period of 5 years. 
No paper mill ever jumped our price by 50 percent or by 25 pe rent, 
No labor union ever demanded from us an increase of 50 percent or 
percent. 

How did we meet such increases and not go out of business? The 
truth is very simple, as is a true understanding of most any situation. 
The publishing business is somewhat unique in this respect: Any 
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business has a “break-even” point—a volume which takes care of its 
“fixed” costs. This point is high in the publishing business because in 
times of low volumes it must not only meet its payrolls, taxes, and so 
forth ; but it must expend its materials—paper, ink and postage. But, 
passing its “break-even” point, the profits in publishing mount rapidly 
compared with volume ine reases in many other businesses. 

In the period starting with 1946, we were in a period of expanding 
volumes of advertising. If we had been able to hold all costs at 1945 
levels, our profits would have expanded enormously. But, from these 
potential profits we “absorbed” the increasing costs. ‘Then, the costs 
began to absorb the profits. In 1947 our company made a good profit, 
in 1948, with an increased volume of business, our profits were cut 
almost exactly in half. In 1949, we again made some increase in vol- 
ume, and again saw our profits cut in half. In 1950, the profits al- 
most disappeared. 

So far in 1951, there is a downward trend of advertising lineage. 
We can foresee no upturn in the near future, but it could happen if 
allocated materials were released from Government controls by 
changes in the defense effort. 

Advertising rates have been increased by many magazines and farm 
publications; but no advertising rate should be judged solely upon a 
dollar and cents basis; the volume bought may be entirely different. 
The true bases for comparison are the Milline rate (one agate line 
adjusted to a quantity of 1,000,000 circulation) or the page cost per 
thousand (one page in 1,000 copies). On these bases, the cost of ad- 
vertising has increased very little since the 1930’s, and in fact, hardly 
any at all for 4-color advertising where improved machinery and 
processes have cut unit production costs. 

It might be argued that therefore we should increase rates, but I 
point out that in our own case to meet a first-year net cost of $261,250 
for postage would mean increasing rates to the advertiser more than 
$300,000. bg is a greater Jump ‘than we have ever made in adver- 
tising rates. I do not believe that the organization of former Senator 
Arthur Capper is either inexperienced or unsuccessful in its publish- 
ing field, and that very probably our judgment of advertising prices 
and economic conditions is better than that of persons who have never 
been in the business. In short, we believe we have a better idea of 
“what the traffic will bear” and what would mostly nearly accomplish 
a useful purpose to the Nation. No such purpose can be accomplished 
by crippling any industry. 

Next, I should like to discuss a situation involving fairness. And 
to substantiate that we really do believe in fairness, T shall point out 
that at my last appearance before this committee, the record will show 
me recorded as opposed to a postage bill which would have exempted 
farm publications from any increase. We considered the bill unfair, 
and also unworkable. 

But now I should like to present the “case history” of just one State 
farm paper. Kansas Farmer is a typical State farm paper devoted 
to the agricultural interests of its State. It is published twice a month 
or 24 issues per year. Nearly all of its 120,000 circulation is within the 
State and goes to farmers. While part of the advertising in this 
publication comes from large manufacturers of tractors, farm im- 
plements, farm machinery, fertilizer companies, seed companies, 
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food processors, and so forth; it is also true that in 1950 there were 
442 different Kansas breeders of pure-bred livestock who advertised 
in the paper and 88 different Kansas manufacturers who advertised 
in the paper. Many of these we have seen grow and have nurtured 
from small concerns until they have become prosperous concerns 
employing many people and paying considerable taxes. I can also 
say that this paper is a medium by which the Kansas State Agricul- 
tural C ollege, experiment stations, the Kansas State Board of Agri- 
culture and the Kansas State Fair (run by the Kansas State Board 
of Agriculture) get their information before the farmers of Kansas 
in a mass way. The same is true for the United States Department 
of Agriculture. 

In short, there can be no denying that this publication contributes 
very distinctly and directly to the farmers of its State; to the industr y 
of its State; to the State and Federal institutions and departments 
which are concerned with the agriculture of its State— a State which 
among other things supplies nearly 25 percent of the wheat raised in 
this Nation. 

Now let’s examine this publication’s second-class postage business— 
and make some comparisons: 

|. Its average issue in 1950 weighed 3 ounces per copy. (It is 
pr inted on what might be called a good grade of newsprint.) 

2. Over 85 percent of its circulation is addressed and wrapped in 
(eee by rural routes for each post office. Such a bundle is never 
opened until received by the rural-free-delivery carrier. 

3. The bundles are placed in mail sacks, whic h are train routed and 
these sacks go direct by their trains to the’ post offices. 

The sacks are taken directly from our plant to the trains. Only 
about one sack per issue goes to our local post office. 

There are 24 issues per year, so that only on 24 days out of more 
than 300 per year that he normally drives his route, is any rural-free- 
delivery carrier handling and delivering any Kansas Farmers as part 
oi ~ day’ s work. 

. Kansas Farmer’s present second-class postage bill is about $10,000 
= year. Its per copy postage is not great, but is 314 times the 
minimum which S. 1046 would set up as a minimum. This minimum 
is prestimably set up as an increase. We submit that the work done 
by the post office department in delivering this publication is pretty 
close to a minimum. 

But now let’s make a comparison: In Kansas there are more than 
300 weekly newspapers with most of their circulation being on the 
“free in county” basis. We have been quoted recently, by their 
association, a figure of 415,000 combined circulation. Some are actu- 
ally twice-a-week publications, but we ignore that figure as it would 
probably offset their out-of- county cire ulation. So, if all these came 
out on one day (as does Kansas Farmer) the rural-free-delivery car- 
riers and post. office clerks would presumably handle the popers Li 
days a year (instead of 24 days a year) and would deliver some 21,/ 

000 copies per year instead of 2,694,000 copies of Kansas Farmer. 

If R. F. D. service is a big loss operation, and if second-class mail is 
such a big part of that operation as have been alleged, just which of 
these publishing operations is the more responsible for the loss? 

We make this comparison, not in order to take any gratuitous slap 
at country weekly newspapers but simply to point out that it is grossly 
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unfair to ask us either to make up the loss on the whole operation, 
or even to make up our share of the loss and do nothing whatever 
about any mail users contributing more heavily to the loss. 

In conclusion I recommend that this committee should not approve 
S. 1046; but that if it feels some increase in second-class postage rates 
should be made, that it submit rates which are based on known facts 
of inereased costs, and which are based upon sound judgment of both 
the publishing industry and general economic conditions. 

There are one or two points that I should like to, perhaps, extend 
my remarks on. On page 2 I have said there is one figure from this 
cost-ascertainment report that we are willing to accept, namely, that 
in these last 2 years the cost of second-class matter has increased about 
30 percent. I should like to go just a bit further into that, because 
I should like to make it very clear as to why there is one figure that 
we pick out and say that we accept. 

Now, as you know, the cost-ascertainment system of the post office 
has been subject to a lot of criticism, rightly or wrongly, but, none- 
theless, there is a great deal of dissension as to whether it is properly 
based or whether it is not. Now, my point is that irrespective of 
whether the costs which are allocated to second-class matter are 
correctly based or incorrectly based, that, as a matter of pure mathe- 
matics, if you use a certain base, regardless of its margin of error, 
for several years, and if you find you have certain rariations from 
that in percentages, that those percentages are probably about correct. 

In other words, suppose that there was a margin of error in this 
so that only 5 percent of all post office costs were charged to second 
class, or to go to the other absurd extreme, suppose 95 “percent were 
charged to it, if we use the same consistent method which I under- 
stand has been used, then through the years as we get a variation the 
variation by percentage might be correct. Or to make it a great deal 
more simple, per haps, if there were a grocery store which, by some 
set method, were overcharging your wife ever y month for groceries 
and she found, nonetheless, that from year to year her grocery bill 
had gone up 10 percent or down 10 percent, that percentage would 
still be relative ‘ly correct, although her grocery bill might have been 
very wrong. Do you follow me? 

The Cramrman. Yes. 

Mr. Sweet. So we do not accept exactly either the theories or the 
costs of second-class matter, but we do accept as a practical fact that 
it has increased 30 percent. 

The Cuatrman. I will say this for the cost-ascertainment system: 

I don’t think the Post Office Department would say that is absolutely 
correct. They do the best they can in obtaining what they think is 
the best method of reaching the cost asc ertainment, just like we do 
down South in agriculture. We try to find out what it costs to grow 
a pound of cotton. We take about 80 or 90 things into consideration 
and add them up, and leave out some that we think are not supposed 
to be in there. For a long time we left out even labor, we did not 
want to put that in, but now we find the farmers want to put the labor 
element 1n because labor is high now. So the same is true in all fields 
when you try to figure out what the cost ase ertainment is. All people 
will never agree on just what it is and no one is going to be exactly 
correct. I think that istrue. I think anybody that is not entirely tied 
up with one of them would have to say that. 
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Mr. Sweet. I think that is the only point in my written statement 
that I want to clarify. I point out that we do believe that an increase 
is probably warranted, and even go so far as to suggest how we would 
do it. However, since writing that a few days ago and since hearing 
some testimony a certain figure came popping at me and I got to 
thinking maybe I had been a little bit too fast, maybe I had been a little 
bit too generous with the Senator’s money. In other words, we are 
paying more than $500,000 second-class postage. Now, that postage of 
5500,000 to which I am referring is on four publications : Capper’s 
Farmer with a circulation of 1,300,000; the Household magazine 
you see, it is not really a large magazine—a little over 2,000,000; the 
Kansas Farmer in Kansas about 118,000; and the Missouri Ruralis st, 
which I did not bring because my brief case was loaded, but it is exactly 
the same as this in Missouri, w ith about 125,000 circul: ation, and Cap- 
per’s Weekly, which I did not bring either but which, if yeu will just 
take eight pages out of the Washington Post, or something put to- 
gether, that is Capper’s Weekly. It is never more than eight pages. 

The point is, here are five not very large publications and we are 
paying $500,000. My eight-grade arithmetic tells me that is one- 
eightieth of all the second-class revenue. Am I not correct, Mr. 
Wentzel, that there is $40,000,000 credited to second-class / 

Mr. Wenrze.. That is correct. 

Mr. Sweer. And we are paying a half million dollars. I did not 
realize I was going to sit here and represent one-eightieth of all your 
customers in the Post Office, but that is true, and I got to thinking 
maybe we are already paying all of our share. I do not have the 
figures but I am just as sure as I am sitting here that we represent 
nowhere near one-eightieth of either all the pounds or all the pieces 
of second-class matter, or all the ton-miles of second-class matter, not 
hy a very, very long shot. 

So I say perhaps I was a little too fast when I said we were willing 
to go up the 30 percent. However, that statement is in the record 
and that statement stands, that we will. 

Now, there is one other thing which is not in my statement but 
which was in my statement before the House committee last month. 
Frankly, I left it out because in type it seemed to me just a little 
bit like an impertinent statement, but I believe it is pertinent to 
a certain extent. 

Senator Carson. Before you leave the 30-percent increase I would 
like to ask you this question: I noticed in your statement also you 
mention the fact that while you are not opposing a 30-percent. increase, 
you mention in your statement you would like to have an opportunity 
to have the rates so applied that you could absorb it. Now, do you 
have any plan for the application of that? 

Mr. Sweer. Yes, sir, we do. It is at the bottom of the second page. 
1 admit this is perhaps running a little bit contrary with the ideas of 
some other publishers. We suggest a 2-year plan, two steps, and our 
reasons for it are very simple: 

In the first place, 2-year fiscal plans are the normal procedure of 
Government, whether national, State, or local. In the second place, 
who in these days can foresee conditions more than 2 vears in advance? 
At most, we can only guess at them. When we go out into 3 years 
are we going to have inflation, recession, or a dead calm? In the 
third place, it is our own personal belief that we would rather, if 
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we have got a bridge to cross, if we know we have got to cross the 
bridge, we would like to have it not too far away. We might wear 
ourselves out by worrying about it. 

Also, from the practical standpoint, since we, to meet increases, 
will have to readjust advertising rates, we would rather do it in just 
at little time as possible. We believe the worst thing for business 
isa constant fluctuation, particularly constant price jumps, which does 
more harm to the farm business by creating a sense of insecurity than 
anything else. 

The Ciaran. I can see your point in wanting to get it adjusted 
as quickly as possible, but I think most of the people who have been 
before us suggested probably 3 years. 

Mr. Sweer. I think they have, sir. I think I am very much in the 
minority on the 2-year plan. 

The Cuamman. Did you study the bill that was passed by the House 
last year ? 

Mr. Sweet. Yes, sir. 

The Cuarrman. And the bill that was reported out by the Senate 
2 years ago? 

Mr. Sweet. Yes, sir. 

The CuHarrman. How would they take care of your particular situ- 
ation ? 

Mr. Sweer. The bill 2 years ago, sir, would have raised us at one 
jump, our particular publications, between 7 and 8 percent. The bill 
which was reported out by the House last year would have exempted 
our farm papers completely from any increase. I think you will find 
it in the hearings, as I recall it very well, by Mr. Latimer asking me 
at the end of my testimony how I should be recorded, and we were 
recorded against the bill. 

The Cuarman. Against the bill ? 

Mr. Sweet. Yes. 

The CuatrmMan. Last year? 

Mr. Sweer. Last year. 

Mr. Latrmer. Even though it did exempt all the farm papers? 

Mr. Sweer. For one thing, we had papers which would not be 
exempted, but we did not consider it a fair bill. We would like to 
have as good a rate as anvbody else in the business, and no better. 

My last question that I was going to ask, which I said I had used 
in the House, was just who is demanding that the so-called deficit of 
the Post Office Department be reduced ? “Now, we are spending some- 
thing over $2 billion as an expenditure for the Department of Agri- 
culture. We are spending, I believe, a little over a billion dollars 
for the Department of Commerce, we are spending a little over a 
billion dollars for the Department of the Interior, and we are spend- 
ing about $521 million, I believe it is, for the Post Office Department. 

T travel quite a bit, I talk with a lot of people, I talk with big-busi- 
ness men, I talk with middle-size-business men, and I talk quite a lot 
with farmers; in fact, I attend quite a few farm meetings where I 
sometimes speak quite a bit about soil conservation. Now, perhaps 
I am not a good research guinea pig, but no one has asked me any- 
thing about ‘the Post Office deficit or have even said “We think it is 
too big,” that it should be decreased. One the other hand, I have had 
many arguments and discussions, which T did not start, about the 
subsidies for agriculture, about such things as the potatoes in Maine, 
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or the thousands and millions of pounds of dried eggs in the cave at 
Atchison, Kans., or the great dams, lakes, and rec JJamation projects ; 
in fact, I have heard that cussed and discussed a great many times. 

Now, I have not heard anybody of the public discussing the Post 
Office, or the fact that the Post Office was costing too much. 

[ should like to point out that the Post Office Department as a 
service, just as these other departments are service departments, 
touches more directly on the people in these United States than either 
one of the others. In fact, it 1s the only Department with which 
most of the people have a direct business relation contact in getting 
their mail, buying their stamps, sending their parcel post, this, that, 
and the other. So while I have no objection, please understand me, | 
have no objection to reducing the cost of Government, whether it be 
by the Post Office or the Department of Agriculture, or the Depart- 
ment of Commerce, or what, but 1 am sort of wondering what is the 
reason that we are singled out for, shall I say, very special parts of 
messages. 

The Cratrman. Mr. Sweet, I think you will find all the members 
of this committee right now thinking on the thing that you are talk- 
ing about. We want to do what is right and just. We want to give 
to the people a service. The Post Office is a service department, I 
think, just as much as it is being run on a business basis, and I think 
part of it ought to be borne by ‘the general public. I just wanted to 
show you that we have been giving a lot of thought to just what you 
have been talking about. 

Mr. Sweer. Thank you, sir. I think that concludes my testimony. 

Senator Cartson. Mr. Sweet, yesterday the chairman and I were 
visiting about a proposed study of the entire postal set-up, which is 
involved in rates, which is involved in postal pay increases, increases 
in salaries and wages. I think we are all in accord on the proposition 
that it would be a wholesome thing to have it. With all of your years 
of experience—and I know of no one having more experience in 
dealing with rates, having been with the Capper publications all 
these years—what is your opinion of the study? Would it be helpful? 

Mr. Sweer. Senator Carlson, my answer is an emphatic “yes,” but 
I should like to qualify that a little bit, in other words, to give you my 
idea as to the direction in which such a study should go. 

Senator Cartson. | would be pleased to have it, Decatise we are 
seeking information. 

Mr. Sweet. There have been a great many studies and there have 
been a great many recommendations made to the Congress about 
studies of the Post Office Department. In my opinion, unfortunately 
a good many of those have been directed at arriving at some specific 
end, perhaps such an end as proving the inefficiency of the Post Office 
Department. I don’t believe such a study as that would be very 
helpful. You might explore—as has been explored—some particular 
sphere and come out with a good report on it and 2 years from now, 
and 4 years from now, and 6 years from now you would probably be 
right back where you are now and they would again be recommending 
another study. But if you had a commission or a committee which 
started out to do a general job, detailed only perhaps in some particu- 
lar fields, whereby you, as Congressmen, would have a better under- 
standing and a better factual knowledge on which to base your 
opinions and your judgments, then I think it would be very worth 
while and I think such a study can be made. 
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Senator Carson. I personally appreciate very much your views 
on this, because I know you have studied this problem for many years. 
1, for one member, as I sit here listening to the testimony, feel that we 
need some additional information. I mean we ought to get into it 
very thoroughly and very factually, and without any feeling, as you 
mentioned, just to check on the efficiency of the Department. It goes 
deeper than that to me personally. I just want a thorough cost analy- 
sis, to see if we cannot make some suggestions that would be helpful 
in writing legislation. 

In fact, I do not think we are fair to the Congress and to the people 
unless we have some information on which to present some laws. 

Mr. Sweet. I think you are right on that. I think there are a few 
things that this committee should have before they ever start consider- 
ing a bill, which I am afraid they do not have—or maybe they do. 

Senator Caruison. That is all. 

The Cuarrman. We certainly appreciate your kindness in coming 
here and giving us your views. They have been very helpful. 

Mr. Reynolds. 


STATEMENT OF RUSSELL REYNOLDS, EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF COLLEGE STORES, INC., OBERLIN, 
OHIO 


Mr. Reynowps. I am Russell Reynolds, the executive secretary of 
the National Association of College Stores. 

Senator Carlson, L. E. Wooley of the University of Kansas origi- 
nally planned to make this appearance and he could not, and he asked 
that I appear for him. I think we are in essential agreement as to 
what we are talking about. 

Senator Cartson. Mr. Chairman, Mr. Wooley did call me and ad- 
vise me it was impossible for him to come to the hearings. I am 
pleased that Mr. Russell Reynolds will represent them and I can 
definitely state he will speak for the folks in our section. I do be- 
lieve Mr. Woolley’s statement is here. 

Mr. Reynorps. He did send a statement through. 

Senator Caruson. I have it on my desk. And I will have it in- 
serted in the record at the conclusion of your statement. 

Mr. Reynoips. Our organization represents 675 or so college stores 
in this country. Our members serve three-fourth of all the college 
students. We got that figure by adding their enrollments. We have 
at least one representative on the campus serving those students. That 
means that there are some 1,200 colleges in this country which repre- 
sent only one-fourth of all the college students. That is a rather 
interesting figure. 

At the close of the last session of Congress, a rider was attached to 
the postal appropriation bill instructing the Postmaster General to 
establish rates on fourth-class mail. It is our opinion that the Post- 
master General exceeded the intent of this instruction when he lim- 
ited the size of a book-post package to 10 pounds. There is nothing 
in the rider that instructed him to attempt to eliminate books from 
the mails. 

In H. R. 2945, passed by the House of Representatives and con- 
sidered by the Senate, book post was not even mentioned. The 
Senate and House committees apparently did not plan to increase 
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the rate on books beyond the present rate. It does not seem that the 
Postmaster was accurately interpreting the intention of Congress 
when he suggested a rule to the ICC that would virtually eliminate 
book post. As a matter of fact, the committees were considering a 
weight limitation upon all parcel post, but the Postmaster chose only 
books. Why should books be singled out ‘ 

It is our opinion that the Postmaster General exceeded the intent 
of this instruction of Congress when the committees were consider- 
ing a weight limitation upon all parcel post but the Postmaster chose 
only books. He is talking about all parcel post, and then he picks 
just books and singles them out. 
~ The college store uses book post in varying degrees. The sole result 
of this weight limitation will be to force book stores to send the same 
package at much higher parcel-post rates. I might point out there 
that the express company has a minimum rate of $1.50. They do not 
want any of these packages up to about 30 or 40 pounds, unless they 
are a very long haul, and there is where we find our never-never land 
for packages between 30 and 40 pounds, where we have no other way 
to send the package except by parcel post. So, when you limit the 
book rate to 10 pounds, you are certainly saying the points farthest 
away from our source of books, which you know are in New York and 
points in the East, are going to have materially increased rates, Ex- 
press service is not satisfactory in most cases. Small packages, prob- 
ably less than 50 pounds, could never be economical to ship by freight. 
Speed is essential to the delivery of many college-store book pack- 
ages, and our only satisfactory service is book post or this much 
higher parcel-post rate. 

Such a weight limitation places an unfair burden on smaller col- 
lege stores. The larger the store the more opportunities there are 
for stores to order in large enough quantities to get freight-size pack- 
ages. This is without regard to the speed factor. Even large stores 
must have a considerable number of their books sent by speedy means. 

Senator Carlson, on that point, E. L. Wooley told me he has a 
good business there and he is trying to save as much money as he can 
on the shipment cost of books; but, even though he tries very hard, 
at least 20 percent of the books he orders for the fall semester must 
come by parcel post. In some of the courses they will run short of 
books and you have to have more books, and you have to have them in 
a hurry, but we agree we do not use the book post entirely for ship- 
ment. of all our books. 

The 690 members of the National Association of College Stores 
represent about three-quarters of all college students, and yet there 
are about 1,800 colleges in existence. It is the numerous small colleges 
that are going to be affected seriously by this weight limitation. 

The weight limitation places an unfair burden on stores at a distance 
from the publishers.’ Since 1938 our colleges have had this privilege, 
and it should not be eliminated unless it is the will of Congress. I 
would like to point this out here. I think I can find the figures 
readily; I think I brought them up here. . 

What this really means, taking just to Lawrence, Kans., since we 
have those figures and since I think it is important. I think you are 
in the fifth zone in Kansas. When you come to the sixth and seventh 
zones it gets rougher than this; but, because we have these figures, 
it is fairly important to see what this is going to do. At the present 








306 ADJUSTMENT OF POSTAL RATES 


‘ate, without regard to the Interstate Commerce Commission proposal 
of 10 cents for the first pound and 5 cents for each additional pound— 
we are paying 8 cents for the first pound and 4 cents for each addi- 
tional pound now—we pay 44 cents for a 10-pound package to Law- 
rence, Kans. At the parcel-post rate, that would be $1.07. We pay 
48 cents for an 11-pound package to Lawrence, Kans., and at parcel- 
post rates that would be $1.16. Just to take you up to 50 pounds and 
70 pounds, without giving the whole table, 50 pounds at the book-post 
rate now would be $2.04, and under the proposed parcel-post rate it 
would be $4.86. For 70 pounds, the book rate is $2.84 as against the 
proposed parcel-post rate of $6.71. I might also show you this never- 
never land of about 25 pounds, with the book post costing up $1.04 
and the parcel post $2.47. It seems as if we are faced with some 
problems there. 

~ Congress cannot wait until the ICC acts upon this matter because 
of the danger of the long period that it will take to rectify the mat- 
ter. The Postmaster General had every opportunity to make an excep- 
tion for books in his recommendations, and he did not. He made 
exceptions for library books and for publications over 8 ounces that 
are carried at a special fourth-class rate. In other words, he did make 
exceptions to his instructions and said there were various things that 
caused him to do that, but he refused, in his thinking, to say that the 
two committees, the House and Senate committees, were not going to 
do anything about books. He said, “First, I am going to raise their 
rates, and, secondly, I am going to attempt to cut the size of those 
packages and force those books into other methods of communication, 
or into the parcel-post rates”; in other words, giving us a very sub- 
stantial raise. 

We subscribe to the position of the National Postal Committee for 
Books that the only real solution to our problem is a special classifica- 
tion under the second-class section. There is more reason to favor the 
reading matter of books than there is the reading matter of magazines. 
[ will just ask you one question. When did you last throw away a 
book, and how often do you throw away a magazine? You do not 
throw away books. They do have a permanence that magazines do 
not have, although I would not want to get into an argument here as 
to which is the most important. 

The National Association of College Stores urges the Senate com- 
mittee to take action and restore the weight limit to 70 pounds. We 
also urge the committee to keep our rate at 8 cents for the first pound 
and 4 cents for succeeding pounds, 

I think that is all I have to say about that. We want to assure you 
that we think it is going to be very serious; it is going to add a sub- 
stantial amount to the cost of books to us as stores. 

IT would like to tell you that we handle all these books on a 20-percent 
margin, and our costs of operation generally come pretty close to 
exceeding that. The only way we manage to sell these books at their 
list prices, or in many cases less the list prices, is because we handle all 
this other material that you see us handling in our stores. We feel any 
further increases will have to be added on to the cost of the books. 

Incidentally, we have many stores; and Mr. Wooley’s store espe- 
cially, I think, makes a very substantial rebate to the students in 
Kansas, and that rebate would have to be reduced. On the other 
hand, we have many stores that are owned by the university itself. 
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I believe your store down there at Columbia is owned by the school 
itself, and the profits go back to the school. Well, our schools are in 
bad enough shape now without further adding to these costs. 

I do hope this committee will do something about this weight limi- 
tation which is very inequitable as far as we are concerned. I would 
like to say this: As far as we are personally concerned, the pur pose of 
education might be better served by turning this around and saying 
you can't send under 10 pounds. The average school does not have a 
great many small packages. By the time you get past two or three 
books you are beyond 10. pounds. 1 am not suggesting any way in 
which to do it; Lam just showing you what has happened to us there. 

The CuarrmMan. Are there any questions ? 

Senator Dirksen. One question, Mr. Chairman. 

The Cuarman. Yes. 

Senator Dirksen. Mr. Reynolds, you said something about the ex- 
press service being unsatisfactor V for this purpose ¢ 

Mr. Reynoups. Yes. At the time this was before the Interstate 
Commerce Commission we took upon ourselves to send out a little 
questionn: aire among the members, and we found in a great proportion 
of our stores they said the service was just not good enough; that they 
could not depend on express. There are many problems involved 
there. 

Lam from Oberlin, Ohio. The express company is not just geared 
to handle the volume of business there. I will not go into my quarrels 
with the express company, but it is not open on Saturday, and there 
is only one man there. Of course, it would be very simple to add an- 
other man. As it is right now, quite frequently packages will be 
there by express and anything that arrives after 10 o’clock on Friday 
will sit there at least until Mond ay, or probably Tuesday, and some- 
times Wednesday, before it is iatticet I am saying our personal 
experience, backed by our members, has been, as it now stands, the 
express company cannot do the job. 

Incidentally, their rates are even higher, and they do not want this 
business either. 

Senator Dirksen. Do you use parcel post now / 

Mr. Reynotps. Our stores use parcel post for all packages they 
have to get in a hurry, and that are small packages. Those are the 
two gradations. If you must have the books because the course cannot 
function without them, then you use parcel post, and if the package 
is too small then you must also use parcel post or book post. It is 
astonishing to know that the average college store, even a small one, 
will deal with as many as 200 publishers. While 30 get the bulk of the 
business, they still deal with a great number of the smaller publishers. 

Senator Diesen. As to this weight limitation, what is the rate 
now ? 

Mr. Reyno.ps. As it is now, it is 8 cents for the first pound and 4 
cents for every pound after that, with no weight limitation up to 70 
pounds. That is exactly what we pay now. 

The CHamrman. We certainly appreciate your coming before us. 

Mr. Reynotps. Thank you, Senator. 

Senator Cartson. Mr. Chairman, I want to ask unanimous consent 
to place in the printed record of the hearings the statement of Mr. L. 
E. Wooley, the manager of the Student Union Book Store at the 
University of Kansas. 
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The Cuamman. Hearing no objection, it will be printed in the 
record. 

(The statement referred to is as follows: 

SrupEent UNION Book STORE, 
UNIVERSITY OF KANSAS, 
Lawrence Kans., April 10, 1951. 
Hon. Frank CARLson, 
Senate Office Building, Washington, D.C. 

DEAR Mr. Carison, I certainly do wish to express my appreciation for the 
helpfulness received from your office in obtaining permission for Mr. Russell 
Reynolds to appear before the Senate Postal Committee on Thursday, April 12, 
Frank Paschal took good care of me. I had planned to appear, and had received 
University approval to do so, but the pressure of work prohibited my being away 
at this time. 

Although the postal rate bill now under consideration does not pertain to 
books, it seems to me that the committee should take cognizance of the raw 
deal books are getting, and do something about it. You are acquainted with 
the rider attached to a post-office appropriation measure by Congress last year. 
In general, it directed the Postmaster General to go before the Interstate Com- 
merce Commission and apply for fourth-class rates that would equal the cost 
of the service rendered. The Postmaster General’s request went much further 
than merely raising rates. It very clearly exceeded the intent of Congress by 
reducing the weight limitation on books from the present 70 pounds to 10 pounds. 
This move will virtually eliminate the book post rate for all practical purposes, 
Although the ICC hasn’t yet rendered a decision, it quite probably will allow the 
rate increases and weight limitations asked by the Postmaster General. About 
the only thing that can now be done to assure an equitable rate for books is to 
enact some legislation in that direction. 

The fairest thing to do would be to reclassify books from fourth- to second- 
class and let them be carried at the same rate as the reading portion of maga- 
zines, with the present 70 pound weight limitation retained. Thousands of 
words have been written on the value and importance of books to the citizens 
of our country. I won't go into that. It is obvious to even the casual observer 
that books are relatively more important than the reading portion of magazines. 

An alternate proposal would be simply to state that the present 70 pounds 
weight limitation on book post should be retained. The book post rate increase 
which has been asked by the Postmaster General not only removes books from 
all subsidy, but actually will show a profit. 

Being a so-called rugged individualist, one might assume that I would abhor 
a Government subsidy for any purpose, including books. Such an assumption is 
true in theory. However, it looks as though Government subsidies have come 
to be incorporated in the American way of life. This being the case, it seems 
that the best we can work for is a reasonable equality in subsidies. The trans- 
fer of books from fourth- to second-class wouldn’t remove the subsidy on books, 
but it would put the subsidy on a more equitable basis. 

I am making these comments on behalf of thousands of students in Kansas 
and throughout the country. There xzre some who will take exception to these 
views by pointing to the existence of an undesirable or worthless book here 
and there. These are exceptions to the rule. Of all the books published in the 
United States, the majority are educational. It is also true that more books 
are distributed at the retail level on a nonprofit basis by edneational institutions 
than are sold by commercial book stores for private profit. Books are con 
sidered to be that essential in our educational system. TI am just an ordinary 
university book store manager; I will get the same pay whether book post 
rates go up or down. It does’nt mean a dime in my pocket one way or the 
other. My concern is a genuine interest in helping students get the very utmost 
out of their education. The more textbooks they have, the more they will 
learn. Kicking book parcels of over 10 pounds out of the mails, and making 
them pay a profit to the Postal Department when the reading portion of maga- 
zines does not, just doesn’t seem to be fair. 

Very sincerely, 
L. E. Wootry, Manager. 


P. S—I am attaching a copy of the statement I gave before the Interstate 
Commerce Commission in January 1951. 
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STATEMENT OF L. E. WooLey, MANAGER, STUDENT UNION Book Srore, UNIVERSITY 
oF KANSAS, LAWRENCE, KANS. 


My name is L. E. Woolley. I am manager of the Student Union Book Store, 
University of Kansas, Lawrence, Kans. Because postal rates directly affect 
the price of textbooks to the students of the University of Kansas, I come here 
representing the students of the university. 

The Student Union Book Store is an operating division of the University of 
Kansas Memorial Corp., a nonprofit public corporation administered by students 
and faculty for the purpose of distributing textbooks and other needed school 
supplies to students at the lowest possible cost. Savings to students are in the 
form of cash rebates, and in the last 4 years ending December 31, 1950, we were 
able to save over $112,000 for the students. 

My primary purpose in being here is to protest against the Postmaster Gen- 
eral’s request to limit the weight of book post parcels to 10 pounds. 

It is my understanding that little emphasis has been given in this hearing 
to the effects of the 10-pound weight limitation on book parcels. It is my in- 
tention to illustrate just how important this is to students at the University 
of Kansas. The problem is just as serious for students located in other mid- 
western, southern, and extreme western sections of our country. The justi- 
fication for the original rate was the educational and cultural significance that 
books play in the everyday lives of the citizens of our country. Congress has 
accepted this thesis twice in the bills that increased the rate to 3 and then to 4 
cents a pound from the original 1% cents. 

It is my understanding that the present directive to the Post Office Depart- 
ment was a rider attached to an appropriation bill specifying that the Post- 
master General would have to present rates that would pay the cost for ap- 
proval to the Interstate Commerce Commission. No place in this directive 
was there a specific order to drive books from the mails, nor do I believe there 
was any such intent on the part of Congress. As a matter of fact, H. R. 2945 
passed by the House of Representatives specified 20- to 40- pound weight limi- 
tations on all parcel post. Why should books alone now be singled out for such 
special consideration? Under the figures proposed by the Post Office Depart- 
ment, book post would actually show a profit, although the Post Office Depart- 
ment confidentially states that this would not be the actual result since cer- 
tain shipments would be driven from the mails. 

The proposed 10-pound weight limitation on book parcels will eliminate book 
post for most practical purposes, although it will not affect single copies of books 
going through the mails. However, this single copy transaction seldom affects 
the movement of elementary, high school, and college level textbooks. It has 
often been asked why college hook stores can’t determine all of their require- 
ments in advance and route them via rail or motor freight. The answer is that 
college stores do this very thing whenever possible. It is the impossible situa- 
tions that arise about which we are concerned. There are at least three occa- 
sions on which college book stores rely heavily on book post. Nothing else seems 
to suffice. The first of these is the routing for a shipment of books from a pub- 
lisher that is our total requirement from that particular publisher but which is 
considerably less than a minimum freight shipment. Such a shipment might 
weigh 60 pounds. There just isn’t any other economical way to get it from New 
York to Lawrence, Kans. 

The second situation arises at the beginning of each school term. secause a 
faculty member forgets to advise us of his requirements, because a book title 
previously counted on has suddenly gone out of print, or because actual enroll- 
ment has increased from the anticipated figure we need a shipment of books 
direct from the publisher and we need them in a hurry. For example, it is esti- 
mated that we will need 500 copies of Untermeyer: Modern American and British 
Puetry for our English II classes which get under way next week. But suppose 
we enroll 600 students in that course. It then becomes quite obvious that we 
have to do something and do it quickly. We routed the original 500 books via 
motor freight from New York at a transportation cost of $3.70 per hundred 
pounds plus transportation tax. We will now send a telegram to Harcourt, 
Brace & Co., in New York, requesting an additional 100 copies to come via book 
post. These will come to us at a slightly higher rate of $4 per hundred pounds 
plus an additional 4 cents for each additional carton in the shipment. This title 
weighs approximately 20 ounces per book, or approximately 125 pounds for 100 
copies. The cheapest way of getting them to Lawrence, Kans., would be by 
freight but such routing would either force a delay in the starting of several 
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classes or would put students without texts at a serious handicap as against those 
who had texts. If this shipment is ent via book post at the present book post 
rate and parcel poundage limitations, our transportation costs would be approxi- 
mately $5.08. Under the proposed book post weight limitation this shipment 
would have to come via regular parcel post; and at the proposed parcel-post rate 
would cost us $11.98, an increase of approximately 235 percent. 

The third occasion on which college stores must rely heavily on book post is 
when we return overstock to the publishers. In the case of the above-referenced 
English poetry textbook it might have been that we enrolled only 400 students 
and therefore had 100 copies overstock to be returned to the publisher. Book 
stores have to pay the return transportation expense and our cost differential 
in so doing would be the same on the return of 100 copies as it was on the above 
illustration of acquiring an additional 100 copies. The need for speed in return- 
ing books to publishers is occasioned by the fact that the return privilege always 
involves an expiration date, and the period of time between definite ascertain- 
ment of the overstock and expiration of the return privilege is usually very short. 

In all of these considerations, it must be kept in mind that increased trans- 
portation costs would not necessarily mean reduced profits to book sellers, Espe- 
cially is this true in our case. Because of the nature of the commodity, most 
college books are handled at the retail level on a cost basis in university owned 
book stores, cooperatives, etc. By increasing the cost of a book in the form of 
additional transportation costs, the actual net cost to the college student is in- 
creased by just that much. As before indicated, it also becomes more of an 
increase to college students located in the higher postal zones from New York. 
At the elementary and high-school levels textbooks are considered so important 
in the educational process that in many States they are issued to students free 
of charge. This situation does not exist in the State of Kansas, so grade- and 
high-school students are in the same situation as are college students throughout 
the country as far as delivery of textbooks to them are concerned. 

To show just what the proposed 10-pound book post weight limitation would 
mean to students of University of Kansas, I am below detailing comparative 
transportation costs: 


Table of charges from New York City to Lawrence, Kana. 


Proposed Express, Express, 








Book post parcel regular book 
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2.38 | 


1 Outside handling fees not included. 
2 $50 minimum valuation. 

In talking to students about this problem, the point was brought up that 
it would be possible for a publisher to break a 70-pound shipment of books down 
into seven 10-pound cartons and have them go at the regular book post rate. 
They say that this would defeat the admitted purpose of the weight-limitation 
proposal. Personally, I seriously doubt that any such thing would or could 
happen, especially in these critical times when packaging materials and labor 
are so expensive and short in supply. 

When statistics are presented giving total number of books published and 
sold each year, total number of pounds going through the mails each year, etc., 
we sometimes lose sight of the fact that in dollar value and poundage textbooks 
are much more important than when merely considered on a per item basis. It 
would take twenty 25-cent pocket books to equal in value one copy of Ise: 
Economics, and it would take almost the same number to equal one Ise: Economies 
in poundage. College textbooks are printed on better paper, are larger in for- 
mat, and are much heavier in weight than are general trade books, 

The applicable statute under which the Postmaster General is requesting a 
10-pound weight limitation on book post states that the Interstate Commerce 
Commission is to consider the Postmaster General's request in the light, among 
other things, of the promotion of the service to the public. From personal ex- 
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perience I can state that such a weight limitation would be an actual disservice 
to most college and university students in the United States. I sincerely urge 
that the 10-pound wegiht limitation on book post be not granted. 


The Cuarmman. Mr. John B. Gordon. 


STATEMENT OF JOHN B. GORDON, REPRESENTING THE 
PROGRESSIVE FARMER, NEW YORK 


Mr. Gorpon. Mr. Chairman and gentlemen of the committee; my 
name is John B. Gordon, of the Progressive Farmer Co. of Raleigh, 
N. C., Birmingham, Ala., Memphis, Tenn., Dallas, Tex. 

Our publication is a monthly published in five separate editions 
covering the 14 Southern States with a combined circulation of 1,167,- 
076 copies per issue. We operate no other business nor are we affiliated 
with any other enterprise. We are solely dependent upon the Pro- 
gressive Farmer for profit. 

Progressive Farmer was established February 10, 1886, by Col. 
L. L. Polk. On July 4, 1899, Dr. Clarence Poe became president and 
editor in chief. He still serves in this capacity. He is probably the 
only living editor with more than 50 years of uninterrupted service on 
the same public ation and in the same capacity. 

The Progressive Farmer is 100 percent dependent upon the mails 
for distribution. We have no newsstand sales. AJl copies are printed 
in one central plant located in Birmingham, Ala., and are mailed 
from that point. This is the hub of our territory. 

Each edition is highly localized editorially to serve the peculiar 
local needs of each State served, as southern agriculture is highly 
specialized and yet highly diversified. In no other region is flue- cured 
tobacco, burley tobacco, dark and fire-cured tobacco grown. Peanuts, 
rice, sugarcane, grain sorghum, cotton, and many other crops, are 
peculiar to the South. We have found it necessary to publish five 
editions to adequately serve the diversity of southern farm crops. 

So much for our publication. I have gone into detail on our opera- 
tion for the benefit of members of this committee who have never had 
occasion to see or read the Progressive, as your chairman has. 

Before going into the details of how this proposed legislation will 
affect our operation I would like to pay due tribute to the R. F. D. 
mail carrier and postmasters scattered throughout the South. They 
are the best friends we have in our business. We, in turn, are their 
best customers. We have the greatest appreciation, admiration, and 

respect for the services they render in completing our operation. 
Without their conscientious services we could not operate as we do 
today. 

With nearly all costs going up, we think it quite proper that the 
Government should charge more to carry our publications in the 
mails, We expect some increase, but hope it will be a reasonable one. 

While we do not oppose an increase in second- and third-class rates, 
H. R. 2982 and S. 1046 as written would place an unbearable burden 
upon us because we are committed to serve more than a million readers 
for from 3 to 5 years on unexpired subscriptions sold in advance at 
very low rates. Our subscription rates today are 1 year for 50 cents; 
2 years for $1; 5 years for $2; 8 years for $3. 

‘Insofar as there is any subsidy to the Progressive Farmer through 
our contribution to the post-office deficit it is a subsidy to our readers. 
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It was through long-term subscriptions at low prices that the Pro- 
gressive Farmer acquired such a high degree of readership. Farms 
are scattered in remote mountain counties, in thinly settled coastal 
counties, and in out-of-the-way cattle ranges. This makes it very 
costly to sell subscriptions to them by agents, irrespective of subscrip- 
tion price. Hence most subscriptions are sold for periods of from 3 
to 5 years. It is » more economical term. This we have learned 
through 65 years of publishing, and I might say the same thing applies 
to most farm publications. she 

The United States Government needs strong farm publications to 
promote and explain its own program to the maximum number of 
farmers. Survey after survey show that the farm family depends 
more upon farm publications for information of practical help in their 
farming operations than any other medium. For an example, in 
May 1948 the United States Department of Agriculture made a sur- 
vey among county agricultural and home-demonstration agents of 
the United States on what they read to keep posted in their work. 
Farm papers led by an overwhelming majority—in fact, by two and 
three to one as compared with their own USDA Extension Service 
publications. 

In November and December of 1950 the International Business 
Machines Corp. mailed double post cards to county agricultural agents 
and home-demonstration agents in the South asking them to finish 
the sentence: “In my opinion the one farm magazine that has the 
greatest influence among farm families of this county is __--------. P 
Seventy-two percent of the county agents—men—named the Pro- 
gressive Farmer. Fifty-five percent of the home agents—women— 
named the Progressive Farmer. I attach the State-by-State returns 
on this survey hereto. But the most significant thing about this is 
in the many statements made by the county agents that are duplicated 
on the back of this folder which is slipped in this statement, make out 
a better case for us than we can make out for ourselves. 

This shows very clearly that if we are seriously handicapped by 
the proposed 100-percent increase in second-class postal rates, the 
USDA Extension Service and experiment stations would have to seek 
other means of quick and effective distribution of their vital data. 
Government and State bulletins as issued today do not get the high 
degree of readership attained by farm papers. They have to be con- 
densed and interpreted to farm families by alert and capable farm- 
pare eclitors. 

*ostage is one of the largest cost items in our operation. In 1950 
the Progessive Farmer paid $211,046.07 in second-class postage alone. 
Under H. R. 2982 and S. 1046 this would be increased to $316,569.11 
the first year, to $369,330.62 in the second year, and to a grand total 
of $422.092.14 the third year. These increases over present rates 
closely approximate the annual profits after taxes the company has 
enjoyed during its most profitable year of operation. : 

You will notice from this chart that is attached here that our second- 
class postage in 1950 was 5.8 cents of every dollar of income of the 
Progressive Farmer Co. Our profits were 6.1 cents, and that was 
broken down with 2 cents of that being dividends, 4.1 return to the 
company, and 2 cents distributed to the employees in pensions, retire- 
ment funds, and so forth. 
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In that connection, while we are looking at that, this amount of 
dividends paid out in 1950 is almost exactly the figure that in the 
third year our second-class postage would be incre: sed to. 

On third class our expenditure for postage in 1950 was $36,000. 
Under the proposed increase this expenditure would be increased to 
$54,000 the first year, $63,000 the second year, and $72,000 the third 
year. 

We are willing to do our share toward reducing the Post Office 
Department deficit. We cannot absorb or pass on to our readers or 
advertisers a 50-percent or 100-percent increase in 3 years’ time. We 
think we could operate under a maximum 30-percent increase if spres ad 
over a 3-year period of 10 percent each year. We feel that this 30- 
percent increase should apply to both second and third class. 

We respectfully and sincerely urge this committee to give full con- 
sideration to our problem in conection with H. R. 2982 and S. 1046 
in order to preserve and enhance the service the farm press of America 
is rendering (1) the United States Government, (2) American farm 
families, and (3) American business and labor. 

We appreciate and thank you for allowing us to present our side of 
this picture. 

The Cuatrman. Under the amendments last year in the House bill 
and also in the Senate bill of 1949, I believe you were exempt entirely 
even from the 30- percent increase. 

Mr. Gorvon. That is true. 

The CHarrman. So you are willing to go 30 percent better than 
the bills did in 1949 and 1950? 

Mr. Gorvon. We think we should contribute our part. We could 
live under it. 

The Cuarrman. They exempted farm magazines. 

Mr. Gorpon. Under the House bill. 

The CuarrmMan. Under the bill that we reported out in 1949 you 
were exempted. 

Senator Dirksen. What is the number of your subscribers ? 

Mr. Gorpon. We guarantee 1,150,000 and we deliver 1,167,000. 

Senator Dirksen. What percentage of all matter in the magazine is 
advertising, averaged over the years ¢ 

Mr, Gorpon. Today we are operating on a 60-40 basis, 60 percent 
advertising and 40 percent editorial. There was a d: ay when we oper- 
ated on a 50-50 basis, but successful publishers today have had to go 
on a 60-40 basis because of their tremendous increase in operating 
costs since 1940. Our operating expenses have increased 280 percent. 

Senator Dirksen. Was that 6.1 percent that you referred to gross 
profit ? 

Mr. Gorvon. That is after taxes. 

Senator Dirksen. To maintain this kind of profit how much would 
you have to increase your subscription rate on a l-year subscription, 
which is now 50 cents # 

Mr. Gorvon. That is problematical. We could not offset to any 
great extent the postage increase in the subscription rates, no matter 
what we may think. You run into the law of diminishing returns. 
We would have to get it from advertising, and of course there is a 
limit to how much advertising rates can be increased. We have had 
to offset our increased production costs and increased manufacturing 
costs by increasing the advertising rates several times. 
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Senator Dirxsen. How long has your present rate been in effect ? 

Mr. Gorvon. This rate only went into effect on March 15, this year. 

Senator Dirksen. What was your rate before / 

Mr. Gorvon. Five years for a dollar. 

Senator Dirksen. And single subscriptions ? 

Mr. Gorvon. Twenty-five cents. You seldom sell a 1-year sub- 
scription on a farm publication, because it costs you more to put it on 
and take it off. 

Senator Dirksen. You say you just increased your rates last month ? 

Mr. Gorpon. Yes. 

Senator Dirksen. Has there been any diminution in circulation ? 

Mr. Gorvon. It is too early to tell. We do know others have in- 
creased their rates and it would show up within 6 months’ time, and in 
a year it would show up sometimes to have had a very drastic effect. 
Farm publications have always sold at a very, very low rate. A lot of 
people do not understand that. In our case, and in the case of every 
other farm publication, that is offset by having a long-term eee 
tion. That eliminates bookkeeping and the expense of handling the 
circulation. 

Senator Dirksen. Do you have a uniform display advertising rate 
for all customers? 

Mr. Gorpon. Yes. 

Senator Dirksen. What is your advertising rate ¢ 

Mr. Gorvon. I can give you the way that has run for the past 
number of years. 

The CHamMan. You get your subscribers by men going out through- 
out the country selling the magazine ¢ 

Mr. Gorvon. We did get them that way, but during the war, with 
gas rationing and tires being hard to get, we went on the basis of a 
direct-mail operation. We like it much better and we would like to 
stick to it. ‘That is one of the reasons our third-class postage is so high 
there, Mr. Chairman. 

The CuammMan. I used to see them come through the country. They 
would be selling daily papers, probably, and they would sell your 
publication along with it as a sideline. 

Mr. Gorpon. Yes, sir. That is true of the Columbia State, for 
instance. 

The Cuatrman. That is right. A lot of times the man would be 
around selling the State for a year, and what he is getting out of that 
is your publication for 5 years. 

Mr. Gorvon. That is one reason we are on a direct-mail operation, 
Mr. Chairman. It hard to control them. 

The CHamman. I imagine the man is getting a certain percent. 
They make this offer as an inducement to get the other subscription. 

Mr. Gorvon. They are not supposed to. 

On June 21, 1949, our rate per page for black and white was $3,900, 
and for a three-quarter page, $2,925, a half page, $1,950, and a quarter 
page, $975, with a line rate of $6. 

Senator Dirksen. That was as of June 1949? 

Mr. Gorvon. That is correct. 

Senator Dirksen. Has there been any change since then ? 

Mr. Gorvon. Yes; there has. However, I might call your attention 
to the fact that when they changed we had an increase in circulation, 
so the rate per page per thousand is lower, but on August 9, 1950, oux 
rate for one page was $4,100, 
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Senator Dirksen. So you raised it $200 per page. 

Mr. Gorvon. Yes. A three-quarter page was $3,075. That is uni- 
form. The half page was $2,050. 

Senator Dirksen. What percentage of this is agency advertising, 
just roughly ? 

Mr. Gorpon. It would run better than 90 to 95 percent. 

Senator Dirksen. What is the agency discount you have to pay 4 

Mr. Gorvon. Fifteen percent, plus 2 percent for cash. It really 
amounts to 17 percent. 

The Cuarrman. Are there any other questions / 

Mr. Latimer. Mr. Chairman, I would like to ask this question. Mr. 
Gordon, you have given your annual subscription and I understand it is 
50 cents per annum for this magazine. 

Mr. Gorpon. That is right. 

Mr. Larimer. What is the longest-term subscription that you have? 

Mr. Gorpon. The longest-term subscription would be 10 years. 

Mr. Later. And what is the rate for 10 years? 

Mr. Gorpon. We set that rate for 8 years, which would be $4. It 
would be twice the 5-year subscription rate, and 5 years is $2, and 10 
years $4. 

Mr. Latimer. And 3 years? 

Mr. Gorpon. For 3 years we do not have a rate. 

Mr. Larimer. I have one further thought. The Post Office De- 
partment advises the committee that the average on this kind of 
publication, for the reading and advertising content, throughout the 
entire circulation zones is 114 cents per copy. Is that approximately 
correct ¢ 

Mr. Gorpon. About 40 percent of our circulation goes into zones 
dand4. I can answer that exactly, if you bear with me just a second. 
It is almost exactly correct, 1.534. 

Mr. Latimer. Thank you. 

Mr. Gorvon. That is the average. 

Mr. Latrmer. On the present rate? 

Mr. Gorpvon. The average cost per copy. Now I might call your 
attention to the fact, while we are on that, that today as compared 
with 1940 we are paying just exactly twice the amount of postage 
that we paid in 1940, with less than 100,000 more copies. 

Mr. Latimer. What percentage of increase is that ? 

Mr. Gorvon. That would be virtually a 100-percent increase in the 
amount we are paying. 

Mr. Lattmer. How much of an increase on a percentage basis? 

Mr. Gorvon. One percent. 

Senator Dirksen. Do you publish all of your publications at one 
place ? 

Mr. Gorvon. We publish all 5 pieces in Birmingham. 

The Cuairman. The increase in circulation is about 10 percent on 
100,000 copies. 

Mr. Gorvon. You are right. We publish in Birmingham, which is, 
from the zoning standpoint, the center of our territory. 

Senator Dirksen, And you use the bulk rate ? 

Mr. Gorpvon. We use a bulk rate on third class, you mean ? 

Senator Dirksen. Yes. 

Mr. Gorvon. Yes, sir. 

The CHarrman. Are there any other questions? 
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Senator Cartson. No. You made a very fine statement. 
Mr. Gorvon. I thank you very much. 
(Mr. Gordon submitted the following tables and chart :) 


County AGENTS’ SuRVEY CONDUCTED BY INTERNATIONAL BUSINESS MACHINES 
Corp., NOVEMBER 1950 


County agricultural agents and assistant county agents in 14 Southern States 
were asked to complete this statement: “In my opinion the one farm magazine 
that has greatest influence among farm families of this county is 
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farm magazine that has greatest influence among farm women of this county 
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The Cuatrman. Dr. Joy Elmer Morgan. 


STATEMENT OF JOY ELMER MORGAN, DIRECTOR, NATIONAL 
EDUCATION ASSOCIATION, WASHINGTON, D. C. 


Mr. Morean. Mr. Chairman and gentlemen of the committee, I am 
Joy Elmer Morgan, editor of the Journal of the National Education 
Association and director of the NEA Division of Publications with 
offices here in Washington. Our association is comprised of some 
460,000 members and has affiliated with it 52 State and Territorial 
associations and some 4,000 local associations which all together en- 
roll more than 850,000 teachers and school officers. The NEA has 24 
committees and 31 departments including such groups as classroom 
teachers, elementary-school principals, high-school principals, super- 
intendents, physical education, music, and so on. The association 
operates as a nonprofit organization under a special charter granted 
by Congress. With members in every part of the country it is a 
fairly large user of the postal service. The NEA bill for postage 
during the year 1950 exceeded $130,000. In addition to the NEA 
Journal, there are some 20 other periodicals and many books, bulletins, 
and circulars. Our affiliated State and Territorial associations pub- 
lish some 50 periodicals. 

We have a twofold interest in the postal service. First, we want 
that service to be efficient with fair treatment for its employees. 
Second, we want the costs to be as low as possible consistent with 
high standards of efficiency. Common sense tells us that, in the face 
of vastly increased operating costs, the efficiency of the postal service 
cannot be maintained without large increases in postal receipts. An 
inferior postal service can be far more costly to any enterprise which 
depends on the use of the mails than would sufficient increases in rates 
to support an effective service. If an increase in second-class mail 
rates is necessary to meet the increased costs in the postal service, we do 
not oppose that increase. We would like to point out, however, that 
the proposal to increase second-class rates 50 percent at one time is too 
sudden and would work a hardship on organizations with fixed and 
limited budgets. 

To illustrate the effect of the proposed rate increase on the NEA 
budget, let us take just one item—the NEA Journal, which as a non- 
profit periodical, is now mailed to all NEA members unzoned at 114 
cents per pound. In round figures it cost the NEA $28,000 to mail the 
NEA Journal during the ealendar year 1950. Under the proposed 
rates that figure would jump to $42,000 as soon as the new act took 
effect ; to $49,000 a year later; and to $56,000 2 years later. So sudden 
and great an increase would work undue hardship on our associations 
and on some 1,700 colleges and universities, which are now hard 
pressed financially. We suggest that the increases be spread over a 
period of at least 4 full years. It is difficult for organizations with 
fixed budgets to absorb an increase of more than 10 percent in any 
one year. 

The problem of these rates, if you defer these increases too long, 
then the jump is too great to be absorbed at any one time. 

IT want to support the testimony that has been given here by others. 
The gentlemen who will follow me, representing classroom publica- 
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tions, deserve the utmost consideration. There is a group of papers 
that have been built up to give students an immediate contact with 
current affairs in the classroom. They are an indispensable part of the 
educational service in these days, when it is not easy to keep up with 
current affairs. They deserve, in my opinion, special consideration. 

I want to refer next to the point that Mr. O’Connor made so ably, 
and that is books. We further suggest that the real inequity in the 
postal rates involves the rate on books which has been increased three 
times since second-class rates were increased. The book rate which is 
now 8 cents on the first pound and 4 cents for each additional pound 
would—under the proposals now before the Interstate Commerce 
Commission—be again increased 25 percent for the first 10 pounds 
with much greater increases for packages larger than 10 pounds which 
would be subjected to zoning. All this works a hardship on schools 
in remote parts of the country, as Mr. Reynolds brought out, from the 
college point of view. The logical thing to do is to remove books from 
fourth class—which is a merchandise classification—and to place them 
in second class. 

I have been working with these committees for a little over 30 years 
on this book problem. We have tried various devices and I have come 
to the conclusion that that is the only logical answer and there isn’t 
any possible technical objection to it. Since the purpose of second 
class is to encourage education and public intelligence, that is where 
books belong. 

We, therefore, suggest that S. 1046 be amended by adding item (e) 
to section 2, page 4, as follows: 

so0ks containing twenty-four pages or more permanently bound for preserva- 
tion consisting wholly of reading matter or of reading matter with incidental 
blank spaces for students’ notations and containing no advertising except inci- 
dental announcements of other printed matter and when in parcels not exceeding 
seventy pounds in weight shall be classified as second-class matter and shall enjoy 
the same rates as the reading portion of periodicals. 

That is all Ihave gentlemen. I want to say I appreciate the courtesy 
and interest and fairness of the committee. 

The Cuarrman. We appreciate your coming before us. Are there 
any questions ? 

Senator Dirksen. It is generally a gift to your subscribers ? 

Mr. Morean. It goes to the subscribers as part of the membership. 

Senator Dirksen. What is your membership ¢ 

Mr. Morgan. Roughly, 460,000. 

Senator Dirksen. And how much is it per year? 

Mr. Morean. $5. 

Senator Dirksen. So the Journal is a contribution to the member- 
ship? 

Mr. Morean. That is right. 

The CHatrman. You get your membership through the State asso- 
ciations ? 

Mr. Morcan. Yes. When I say 460,000 I mean people who pay $5 
to the national. Now, through State associations we have about 
550,000, through the affiliated State associations. 

The Cuatrman. You have some in the State associations that you 
do not have in the national association ? 

Mr. Morean. That is right. 

Senator Dirksen. They pay no dues? 
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Mr, Morgan. Not everyone; no, sir. 

The Cuarrman. Do they receive your magazine / 

Mr. Morean. No. The only ones who receive the magazines are the 
ones who make the direct payment into the membership. 

Senator Dirksen. Has the rate been always $5 a year? 

Mr. Morean. No. That rate was increased to $5 two years ago. A 
few years ago it was increased from $2 to $38. 

Senator Dirksen. What was it before / 

Mr. Morean. Three dollars. 

Senator Dirksen. And before that ? 

Mr. Morean. Two dollars. 

Senator Dinxsen. Is it contemplated to have a further increase ¢ 

Mr. Morean. It would not be advisable to increase it at this time. 
We would lose more than we would gain. The teachers are terribly 
hard pressed. The teachers’ salaries have not only not been increased 
adequately in the past 10 or 15 years, but they have had to absorb all 
the inflation, and in addition to that they had to absorb the Federal 
income taxes, which they did not have to pay earlier. While in some 
vases the salaries have been increased to offset inflation, they have not 
been increased adequately to offset the income tax that has been added 
to it. 

We face a terrific teacher shortage. It will take 100,000 teachers 
every year for the next 2 years to staff the schools and we do not have 
30,000 a year in sight at the present time, so there is a very real financial 
problem involved there. 

The CuarmrmMan. Do you have any other questions ? 

Senator Dirksen. No. 

The Cuairman. Thank you. We appreciate your coming before us. 

Mr. Charles J. McNeill. 


STATEMENT OF CHARLES J. McNEILL, ASSISTANT TO THE PRESI- 
DENT, GEORGE A. PFLAUM, PUBLISHER, INC., DAYTON, OHIO, 
REPRESENTING THE CLASSROOM PERIODICAL PUBLISHERS 
ASSOCIATION 


Mr. McNem.. Mr. Chairman and members of the committee, my 
name is Charles J. McNeill. Iam assistant to the president of George 
A. Pflaum, Publisher, Inc., of Dayton, Ohio. I am here today to 
present the thinking of the Classroom Periodical Publishers’ Associa- 
tion on S. 1046, a bill to readjust postal rates. I represent the seven 
principal publishers of periodicals designed specifically for classroom 
use in the public and parochial schools and for use in religious in- 
struction classes throughout the United States. 

The Classroom Periodical Publishers’ Association is made up of the 
following small publishers of school and Sunday school periodicals: 

1. American Education Press, Columbus, Ohio. 

. Civic Education Service, Washington, D. C. 

3. David C. Cook Publishing Co., Elgin, Tl. 

. Geo. A. Pflaum, Publisher, Inc., Dayton, Ohio. 
. Scholastic Magazines, New York, N. Y. 

6. Standard Publishing Co., Cincinnati, Ohio. 

7. Young American Magazines, Silver Spring, Md. 
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Mr. McNetw. These are the only things these publishers publish. 
All our other periodicals are designed for use in classes 

Senator Dirksen. What other publications do they publish that 
may not be periodicals ¢ 

Mr. McNett. One or two of the companies do have some merchan- 
dise pictures, and things like that, that do not come under second-class. 
These periodicals that I am exhibiting are designed for children in 
grade and high schools. The senders may pay 50 to 80 cents a year 
to provide one of these magazines for his child, or several of them for 
his children. 

The principal objective of all the members of our association is to 
train better citizens through providing pupils, teachers, school boards, 
and Sunday schools with high-quality, low-cost current teaching 
materials. ‘These are used for instruction in the social studies—read- 
ing, current affairs, civics, citizenship, and religion. Our function is 
performed through the publication and distribution by mail of small 
magazines that are used as essential teaching aids in most of the school 
classrooms and Sunday schools of the Nation. 

We believe—and we think the Members of the Senate and of this 
committee will agree—that our work is a vital one—one that has never 
been so vital as in these critical times. Our publications are designed 
to train children in the civic and moral virtues without which our 
kind of society cannot survive. They are the chief and practically the 
only publications carefully edited to give elementary and secondary 
students a clear view of the grave problems facing the Nation and the 
world today. ‘They are the principal media available to American 
schools for the study of current affairs—community and social prob- 
lems, the Washington scene, the United Nations, the global conflict 
between western democratic ideals and the great lies “of aggressive 
communism—the war in Korea 

We urge that this committee, as a matter of wise public policy, write 
into the second-class-postage section of S. 1046 a provision that: 

In the case of any religious, scientific, or educational periodical designed spe- 


cifically for use in school classrooms or in religious-instruction classes the rate 
of postage will be the same as authorized by existing law. 


This very provision was a part of H. R. 2945, the Postal Rate Act, 
adopted by the full House of Representatives on February 9, 1950. 
The Senate Committee on Post Office and Civil Service had earlier in 
the course of the Eighty-first Congress adopted a similar provision, 
but the legislation passed by the House never came to a vote on the 
floor of the Senate. 

Your Senate committee, Senator Johnston, early in the Eighty-first 
Congress, in the fall of 1949 had adopted a similar provision, but, as 
you said this morning, that bill never reached the floor of the Senate 
for action. 

Mr. Larrower. Yes; it did. It was on the calendar. 

Mr. McNeitz. But it was never acted on on the floor. 

bid submit that such a provision would be a wise dction— 

Because it would be directly in line with American legislative 
tr: adition and with the policy underlying second-class mail. 

Because classroom periodicals ‘and Sunday-school papers are 
essential to good education and to the general welfare of our Nation. 

Because the handling of classroom periodicals places a dispro- 
portioniately small burden on the postal service. 
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AMERICAN TRADITION 


In accord with the preamble of the Constitution, our Federal Gov- 
ernment has always worked to promote the general welfare by en- 
couraging activities that are good and necessary for the people. As 
President Truman pointed out in his recent postal-rate message to the 
Congress, low rates were established for second-class mail “in order to 
encourage the spread of information and education among our citi- 
zens.” That is the sole job of classroom periodicals. President Tru- 
man. says it is still desirable to encourage the spread of information 
and education. We agree with him in that thinking. 

In setting second-class rates, postal legislation has always given 
preferential treatment to publications performing useful public serv- 
ice. In postal-rate law today there is a provision that grants special 
consideration to nonprofit periodicals in the fields of religion, edu- 
cation, science, and so forth. We think this provision is wise and just. 
We believe that the present rates of minis | postage should be 
retained for nonprofit religious, educational, and scientific periodicals. 

Such special consideration was granted to nonprofit religious and 
educational publications because the Congress wished to encourage the 
spread of religious and educational literature and, thereby, to pro- 
mote the general welfare of the people. And we urge that the same 
consideration be given educational and religious publications designed 
for classroom use and published by the profit corporations I represent 
today. Our companies are conducted for profit, I want to be unmis- 
takably clear about that; they pay their share of taxes to Federal, 
State, and local governments. The nature of their work is the same as 
that performed by nonprofit publishers in the fields of religion and 
education. They foster the same ideals—religious, moral, and civic. 
They fight the same evils. They are engaged, with the Government 
and with the nonprofit religious and educational publishers, in the 
same war against communism. 

We believe that our periodicals exemplify, as fully as any group 
of publications in this country, the policy recognized by the Congress 
in establishing second-class mail. 


CLASSROOM PERIODICALS ARE ESSENTIAL 


I have said that classroom periodicals and Sunday-school papers 
are essential to good education and to the general welfare of the people. 
I think this committee will agree. With some other members of our 
association I took an active part in the Mid-Century White House 
Conference on Children and Youth, held here in Washington last 
December under the auspices of the Federal Government. President 
Truman told the delegates to the conference that American children 
“ought to have religious training when they are young * * * they 
will be happier for it and better for it the rest of their lives.” Presi- 
dent Truman also said, and I quote verbatim from his address: 


Our teachers—and all others who deal with our young people—should place 
uppermost the need for making our young people understand our free institutions 
and the values on which they rest. 

We must fight against the moral cynicism—the materialistic view of life—on 
which communism feeds. We must teach the objectives that lie behind our in- 
stitutions, and the duty of all our citizens to make those institutions work more 
perfectly. Nothing is more important than this. 
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Every one of the objectives cited by the President falls within the 
functions of the periodicals pomnenes for use in school classrooms 
and in religious-instruction classes. The President was right when 
he told the White House Conference that “nothing is more important 
than this kind of work.” 

The Nation’s teachers and the Nation’s top educators consider the 
work done by classroom magazines absolutely essential for effective 
instruction in the social studies and in good citizenship. 

Dr. Joy Elmer Morgan, editor of the Journal of the National Ed- 
ucation Association, in testifying before this same committee during 
the last session of Congress, said : 

Our schools are benefiting greatly by the use of periodicals designed for class- 
room work in current affairs and civic education such as the American Observer, 
the Scholastic, American Education Press, and so on. Such periodicals along 
with education periodicals general deserve special consideration. 

It is significant that the periodicals mentioned by Dr. Morgan as 
deserving special consideration are all produced by members of the 
Classroom Periodical Publishers Association. 

I was very happy to hear Dr. Morgan repeat that recommendation, 
and in even stronger terms, here this morning. I would like to ex- 
press my gratitude to him publicly. 

Dr. Morgan’s view was reaffirmed on May 1, 1950, when Dr. Willard 
E. Givens, executive secretary of the National Education Association 
wrote to the Senate Committee on Post Office and Civil Service to re- 
quest— 

The retention of the rates now applicable to religious, educational, or scienti- 
fic publications designed specifically for use in school classrooms or in religious 
instruction Classes, 

Monsignor Frederick G. Hochwalt, director of the Department of 
Education of the National Catholic Welfare Conference and director 
of the Commission on American Citizenship, has said : 

Inasmuch as our form of government is predicated on the existence of an in- 
formed and intelligent electorate, interest in current problems must be fostered 
during the formative years. The classroom use of a carefully edited current 
events periodical is essential to effective instruction in the social studies and to 
training for good citizenship. 

Stanley Dimond, president of the National Council for the Social 
Studies (wrote in the January 1949 issue of Social Education: 

One of the greatest gains of the past 25 years (in the schools) has been the 
increased attention given to the study of current affairs. Adequate recogni- 
tion has not been given in this country to those who have helped us by publishing 
current events materials for the schools. 


SMALL BURDEN ON POST OFFICE 


The importance of effective training for good citizenship and of 
religious education has never been greater. 

Most of our classroom periodicals are small magazines—leaflets of 
from 4 to 12 pages. Most of them carry little or no paid advertising. 
All of them are sold at the lowest possible price. They have to be, for 
they are bought with the nickels and dimes of school children. The 
school and Sunday school magazines published by members of this 
association serve the education and religious needs of 10,300,000 pupils 
and teachers in every State and in the territories. 

Though more than 10 million copies of these magazines are mailed 
regularly they place a disproportionately small burden on the postal 
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service. Our periodicals are wrapped, mailed and delivered in com- 
pact bundles, addressed directly to schools and churches. 

Our mail sacks and packages do not have to be opened and the con- 
tents laboriously and expensively sorted for delivery to each individual 
subscriber. Our publications are mailed in bulk—each bundle con- 
taining an average of about 30 copies, though many of our mail parcels 
contain a hundred or more magazines. For instance, the Civie Educa- 
tion Service of Washington can serve 2,094 pupils and teachers with 
100 pounds of mail in 48 packages. 

The special merits of periodicals published for use in schools or 
in religious instruction classes were clearly recognized by both Houses 
in the Eighty-first Congress. 

We urge, with every confidence, that this Senate Committee on Post 
Office and Civil Service and the Eighty-second Congress follow the 
precedent set last year. We ask you to retain present second-class rates 
on the classroom periodicals upon which American schools and Sunday 
schools rely for essential aid in training good citizens. As President 
Truman has said “nothing is more important than this.” 

Thank you very much, Mr. Chairman and members of the com- 
mittee. 

The Cuarrman. Do you have any questions, Senator Dirksen ? 

Senator Dirksen. No questions. I notice, however, that one of these 
publications contains advertising and the others do not. What is 
the difference ? 

Mr. MecNettx. This is an assortment of publications from all seven 
of these publishers. I think in our group the publishers probably 
produce some 50 different periodical titles. Of those 50 or more titles 
I know only 4 or 5 that carry any advertising at all. One of our 
magazines, published by the company with which I am associated, does 
carry advertising. That is a very successful magazine, and in our 
kind of game, it is pretty good in the advertising field, too. In the 
month of February it carried 8.6 percent of advertising, and February 
is a pretty good month. There are very few that carry advertising. 
Most of them carry none at all; in the case of those that do have ad- 
vertising, the proportion of advertising to the editorial content is on 
the small side. 

The Cuarmman. It would be unusual to be over 10 percent ? 

Mr. McNetiz. That is right. 

The Cuarrman. Are there any other questions? If not, we certainly 
thank you, unless you have something else to add. 

Mr. McNenu. I just want to say thank you very much again, sir, 

The Cuarrman. We are glad to have you with us. 

Mr. James E. Edwards. 


STATEMENT OF JAMES E. EDWARDS, PRESIDENT, AGRICULTURAL 
PUBLISHERS ASSOCIATION, CHICAGO, ILL. 


Mr. Epwarps. My name is James E. Edwards of Chicago, IIl., and 
I am appearing before the Senate Post Office and Civil Service Com- 
mittee in behalf of the Agricultural Publishers Association as its 
president. 

This association is composed of 30 agricultural publications whose 
combined circulation represents 41.1 percent of the total Audit Bureau 
circulation of agricultural papers in this country. 
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I would like to add right in there that this percentage is very much 
higher based on the number of publications eligible for membership 
under our rules. In other words, there are prob: ably only another half 
dozen publications that would be qualified for membership. 

A list of APA member publications and their locations is attached 
hereto for the record. These 30 farm publications service 10 million 
readers regularly. 

These publications, you understand are national, sectional, local, o1 
State papers. It covers the whole gamut of farm publications. 

It is not our contention that there should be no increase in second- 
class postage rates. Very definitely, however, it is our contention that 
the rates prescribed in section 2 of S. 1046 are unreasonable, unfair, 
and unrealistic. The proposed rates would virtually place an unbear- 
able burden upon farm publications because they are virtually 100 
percent dependent upon the mails. 

There are very little newsstand sales of the publications of our 
members. Most of our publication members have no newsstand sales 
atall. Everything goes through the mails. 

These publications have contracted with millions of farm families 
to continue delivering their copies for an average period of more than 
4 years. It would be impossible for agricultural publishers to pass 
on increased postage costs to subscribers immediately. Nor can ad- 
vertising rates be stepped up too rapidly. 

If there be any subsidy to the farm press because of the Post Office 
deficit, it is rather a subsidy to farmers themselves. In the early days 
of this country, farm publications conducted broad educational and 
experimental programs to help pioneers conquer the prairies and the 
fertile valleys and build a sound agriculture. 

A good many of our publications are nearing the 100-year mark of 
service, and some of them have passed the 100-year mark of service. 

At that time the farm paper was virtually the only educational in- 
fluence in agriculture. The early editors scoured the entire country 
for new crop varieties, helped introduce new machines, and carried 
on campaigns to get agriculture and scientific schools. 

The function of a farm paper is not far different in 1951 even though 
we now have a well-organized extension service and well-established 
schools and experimental stations. The fact is the farm paper is still 
the farmers’ principal source of information in farm management and 
scientific agriculture. 

Repeated surveys show that the farm family depends more upon 
farm publications for information of practical help in their farming 
operations than any other medium. For an example, I attach hereto 
a personal interview survey conducted by the Association of National 
Advertisers among 2,907 farmers. The question asked was “From 
which of these sources, State and Government bulletins, manufacturers 
literature, newspapers, farm papers, and farm magazines, radio—do 
you get the most practical help in your farm operations?” The result 
on first and second choice mentioned was— 


Percent 
Farm papers and farm magazines_-_-__- Kit eee , or: oxi ot 
Radio ip bis x : sh a ee 49) 
State and Government bulletins__- ; : ee {4 
Newspapers = ae Geseuiees od j : 34 


Manufacturers liter ‘ature. ‘ eed a vibieed 11 








326 ADJUSTMENT OF POSTAL RATES 


The Cuatrman. Did some of them vote twice? I notice your per- 
centage figures run to 200 percent. 

Mr. Epwarps. This is the combined results on the first and second 
choice. In this survey they made a first and second choice. 

The Cuarrman. So they did vote twice. 

Mr. Epwarps. So to speak, yes. 

The Cuarrman. That is about what it would amount to. 

Mr. Epwarps. So the service feature of farm publications is indeed 
areal one. Our Government needs strong farm papers to promote and 
explain its own programs to the maximum number of farmers. Cer- 
tainly during World War II the farm press carried the banner on in- 
creased food production. And right now—today—in our mobilization 
activities farm publications have moved in quickly. To cite an ex- 
ample from my own publication, Prairie Farmer—I am president 
of the Prairie Farmer, so I speak here of our own case. 

We decided early last winter that shortage of labor will be the 
bottleneck in farm production during 1951 and 1952. In other words, 
we could see the farm boys being drafted and we could see where the 
old folks would have to get back into harness on the farm, and that 
would pose a considerable problem. Prairie Farmer immediately 
planned a series of stories on holding farm help by better housing, on 
eliminating heavy chores, and we launched a contest to find the best 
ideas for labor saving in our area. These stories are already in prog- 
ress and will continue through the year. Here are the kinds of 
subjects we have already covered: 

Save Labor by Short Cuts on the Farm. 

Records Will Show Where You Are Wasting Time and Labor. 

Are you a Slave to the Scoop Shovel? 

Are Dairy Chores Your Bottleneck? 

Blame the Housing—What does the Hired Man’s Wife Think? 

The headings of these articles we have run will give you an idea 
how we tried to approach the problem of helping the farmers to better 
run their farms with the loss of their boys in the service. 

Now all farm publications want to continue in business and con- 
tinue to carry on their educational work in rural America. But the 
proposal to double second-class postage rates threatens their economy. 
I know that for several of our member publications this proposed in- 
crease would more than wipe out their profits. For others it would 
reduce annual profits to a bare minimum and endanger their successful 
operation. 

Farm publishers generally are willing to do their share toward 
reducing the Post Office Department deficit. They would be willing 
and in most cases able to absorb or pass on a reasonable increase. They 
cannot absorb or pass on to their readers and advertisers a 50 percent 
or 100 percent increase in 3 years’ time. I think the majority would 
accept without undue concern a maximum 30 percent increase if 
spread over a 3-year period. 

I appreciate and thank you for the opportunity to present this story 
on behalf of agriculture. 

Senator Dirksen. I notice you have a poll there, Mr. Edwards, in 
connection with your statement. You reproduced the poll, did you 
not ¢ 

Mr. Epwarps. Here it is [indicating]. There is where the ques- 
tion comes in that the chairman asked if they voted twice. 

Senator Dixsen. Yes. 
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Mr. Epwarps. There was a first and second choice. 
(Mr. Edwards submitted a list of the membership of the Agricul- 
tural Publishers Association and a copy of the poll, which are as 


follows:) 


MEMBERSHIP AGRICULTURAL 


American Agriculturist, Ithaca, N. Y. 

The Arizona Farmer, Phoenix, Ariz. 

California Farmer, San Francisco 

Capper’s Farmer, Topeka, Kans. 

Colorado Rancher and Farmer, Denver, 
Colo. 

The Dakota Farmer, Aberdeen, S. Dak. 

Farm and Ranch-Southern Agricul- 
turist, Nashville, Tenn. 

The Farmer, St. Paul, Minn. 

The Farmer-Stockman, Oklahoma City, 
Okla. 

Hoard’s 
Wis. 

The Idaho Farmer, Boise, Idaho 

Kansas Farmer, Topeka, Kans. 

Michigan Farmer, East Lansing, Mich. 

Missouri Ruralist, Topeka, Kans. 

Montana Farmer-Stockman, Great 
Falls, Mont. 

The Nebraska Farmer, Lincoln, Nebr. 


Dairyman, Fort Atkinson, 


PUBLISHERS ASSOCIATION 


New England Homestead, Springfield, 
Mass. 

The Ohio Farmer, Cleveland, Ohio 

The Oregon Farmer, Portland, Oreg. 

Pennsylvania Farmer, Harrisburg, Pa. 

Poultry Tribune, Mount Morris, II. 

Prairie Farmer, Chicago, Tl. 

The Progressive Farmer, Birmingham, 
Ala. 

The Southern Planter, Richmord, Va. 

Successful Farming, Des Moines, Iowa 


The Utah Farmer, Salt Lake City, 
Utah 

Wallaces’ Farmer and lowa Home- 
stead, Des Moines, lowa 

The Washington Farmer, Spokane, 
Wash. 


Western Farm Life, Denver, Colo. 
Wisconsin Agriculturist and Farmer, 
Racine, Wis. 


The CHamman,. Are there any other questions? 
Senator Dirksen. That is all, Mr. Chairman: 


The CuamrmaNn. We certainly th 
‘The next witness is Mr. Palmer. 


ank you for coming today. 
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From which of these sources, State and Government Bulletins, 
Manufacturers’ Literature, Newspapers, Farm Papers and Farm 
Magazines, Radio, do you get the most practical help in your 
farm operations? 


FARM PAPERS & 
FARM MAGAZINES 


Ist CHOICE 


2nd CHOICE 





RADIO 49% 
STATE & GOVERN- 
MENT BULLETINS 44% 
NEWSPAPERS 34% 
MANUFACTURERS’ 1% ee 
LITERATURE 


SOURCES BY LIVING STANDARD LEVELS 


TOTAL A* B* C* D* E* 
Farm Papers & Farm Magazines 
First Choice 30% 30% 30% 28% 32% 32% 
Second Choice 32 36 35 31 32 25 
Total 62% 66% 65% 59% 64% 57% 
Radio 
First Choice 26% 17% 24% 26% 29% 28% 
Second Choice 23 24 25 23 23 24 
Total 49% 41% 49% 49% 52% 52% 


State & Government Bulletins 





First Choice 25% 31% 29% 28% 21% 19% 
Second Choice 19 22 16 20 19 17 
Total 44% 53% 45% 48% 40% 36% 
Newspapers 
First Choice 13% 18% U% 13% 11% 16% 
Second Choice 21 17 22 20 21 30 
Total 34% 35% 33% 33% 32% 46% 
Manufacturers’ Literature 
First Choice 6% 4% 6% 5% 7% 5% 
Second Choice 5 l 4 5 6 5 
Total 11% 5% 10% 10% 13% 10% 
2nd ANA Farm Opinion Survey OG. 
Ri. 
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STATEMENT OF E. W. PALMER, PRESIDENT, KINGSPORT PRESS, 
INC., KINGSPORT, TENN. 


Mr. Parmer. My name is E. W- Palmer. My home is at Kingsport, 
Tenn. Iam president of the Kingsport Press, Inc., one of the largest 
contracting complete book manufacturing plants in the world. ‘We 
are not. book publishers. We are contracting manufacturers to book 
publishers, only a few of whom maintain any manufacturing facil- 
ities. 

My purpose in seeking this appearance was threefold: 

l. I sense strongly the importance and necessity of correcting the 
existing discrimination in postal rates against books, and 

Having gained a specialized knowledge of the production and 
distr ibution of books of all types from 45 years’ continuous experience 
in book manufacture, I believe the committee might conceivably be 
interested in raising questions which are within my competence, and 

As a producer and shipper of approximately 9 percent of all the 
hard-bound books published in the United States, I desire to present 
to you briefly the reasoning behind my belief that the educational 
and cultural advancement of our Nation depends heavily upon the 
continuous and greatly increased distribution of books. 

I will not take the committee’s time to review the case which has 
been so ably put by Mr. John O'Connor of the National Postal Com- 
mittee for Books. The Book Manufacturers’ Institute, with which I 
am associated—and of which I am a past president—is a participant 
in the National Postal Committee for Books. Mr. O’Connor has ex- 
cellently stated the essence of our case. 

Permit me, even venturing some repetition of what Mr. O’Connor 
has stated, to emphasize several important factors with respect to the 
transport of books to the reading public. 

The segregation of books in fourth- class, apart from other types of 
reading matter, has fostered a growing discrepancy in rates between 
reading matter of the second-class and books, 

The low second-class rate has remained constant for m: iny years, 
while the book rate has increased over 300 percent in the past decade. 
This disparity in rates between these different kinds of reading matter 
has unfairly burdened and impeded the growth of book reading and 
buying in comparison with the increase of magazine and newspaper 
circulation. 

To my knowledge there is nothing in the case of carriage of reading 
matter to justify the rate discrimination against books. From avail- 
able facts, books cost an average of 7 cents a pound to transport, while 
second-class matter costs the Post Office, on an average, 50 percent 
more per pound to handle. Thus, the form of reading matter costing 
the Post Office least to transport is penalized by a rate three times as 
high as other forms of reading matter. 

Books are reading matter and should be transferred from fourth- 
class, the merchandise class, to the reading matter category in the 
postal classification system. 

The nature of the book trade and its distribution system requires 
the use of the mails where they are now used. Raising the book rate 
and imposing a 10-pound limit on it, as proposed by the Postmaster 
General, will not—based on our experience as large book shippers— 
divert any significant portion of the book poundage from fourth-class 
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mail to express. It will simply raise the cost of mailing books and 
further increase the discrimination against books as reading matter. 

It is definitely in the public interest to seek equality of rates for 
reading matter. There can be no question over books meeting the 
test, as fully as magazines and newspapers, of publication: “for the 
dissemination of information of a public character, or devoted to lit- 
erature, the sciences, arts, or some special industry.” These are the 
words of the statute defining second-class mail. If reading matter 
in magazines and newspapers is to continue to enjoy specially favor- 
able treatment on the grounds of fostering education and culture, then 
there is every reason to accord the same treatment to books. 

To accomplish this objective, legislative action is required. I sub- 
scribe completely to the proposals made to the committee by John 
O’Connor, speaking for the National Postal Committee for Books. 
Any one of the three alternative methods of eliminating the rising dis- 
crimination against books in postal rates, as suggested by Mr. O’Con- 
nor, would be entirely acceptable. 

With our friends the publishers, the booksellers, the librarians, 
and the schools and colleges, we believe that the more the Congress 
knows about book publishing and manufacturing, the use of books, 
and the methods of book distribution, the more likely it is that books 
will be treated equitably in any revision of the postal rate structure. 
With this in mind, I desire to place myself entirely at the committee’s 
command. Should my experience or any information at my com- 
mand offer possibilities of assistance to the committee in its present 
deliberations, I would be glad for the opportunity to cooperate. 

Perhaps a word about the currently employed cooperative mailing 
procedures between our plant and the local Post Office at Kingsport, 
Tenn., might be pertinent to your present deliberations. 

As I have stated, we are book manufacturers exclusively. Our 
annual production of hard-bound books runs approximately 40 per- 
cent in so-called trade books—juvenile, adult fiction, biography, et 
cetera—40 percent school and college texts; and 20 percent reference, 
technical, religious, medical, et cetera, et cetera, books and sets. We 
carry in stock on an average some 15,000,000 copies of books at all 
times, in several thousand different titles, for about 150 different 
publishers. 

Durig the past decade, in an increasing volume annually, the gen- 
eral practice of packing all finished books in uniform quantities in 
fiber cartons and shipping in bulk carload and motortruckload lots 
to publishers’ warehouses in Boston, New York, Philadelphia, Chi- 
cago, and other cities has given way to holding the majority volume 
of each book title, either packed in bulk cartons or in open stock in 
our warehouses, and daily assembling, packing, and shipping such 
books and sets, either singly or in assembled units, direct to individual 
book buyers, bookstores, State textbook depositories, et cetera, et 
cetera, by parcel post, rail express, motor transport, less-carload and 
carload shipments. 

During 1950, as an example, our out-bound postage on book ship- 
ments totaled $464,066; out-bound freight by truck and rail $230,612; 
and warehousing and shipping services billed clients amounted to 
$211,000; all in addition to our billings for book manufacturing 
which totaled $8,600,000. 
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These figures are mentioned solely to illustrate the necessity that 
led to the establishment of a branch post office in our plant several 
years ago, manned by postal employees furnished and paid by the 
local post office. These postal employees, working in an assigned 
and completely isolated area—larger than the working floor of the 
local post oflice—receive single- book and unit and set cartons of books, 
delivered into this area by a series of conveyors, each unit having 
determined postage already affixed, sort and sack such shipments. 
Our employees then pick up the sacks and load the mail cars which 
are located daily on railroad sidings immediately adjacent to the 
branch post office area. The point I ‘wish to emphasize 1 is that several 
carloads of book shipments are daily dispatched in this manner, 
withont receiving and handling at our local post office, and the elimi- 
nation of reloading into true ks at the post office, trucking to the rail- 
road station, and there loading into mail cars by post office employees. 

Similarly, hundreds of individual cartons of assembled book units, 
packed by our employees in other parts of our plant, arrive by still 
other conveyors at this same railroad siding and are mee into rail 
cars assigned for different parcel-post breaking points. I should add 
that the great bulk of sacked book mail is also ‘loaded in the mail ears 
destined for several breaking points, each lot carefully loaded in the 
cars to facilitate easy removal of each lot at its proper breaking point, 
without rehandling of the lots remaining in such cars at any breaking 
point. 

The cooperative efforts of both the local post-office authorities and 
the regional postal officials in working out and maintaining this system 
and the supply and movement of many cars daily has been most com- 
mendable and is greatly appreciated by our clients and ourselves. 

Permit me to stress another practical book-shipping procedure 
which is most important to the Post Office, to the railroad operators, 
and to all book shippers. The present 70-pound parcel-post unit 
limitation permits the packing and shipping of books, either assembled 
single copies or in sets of books, in most convenient and practical 
fashion. In other words, a single-carton shipment to thousands of 
individual consignees; any material lowering of the gross load unit 
limitation would require the use of more cartons per shipment, con- 
sequent additional cost of cartons, packing, and handling, and impose 
a greater load on the post offices in handling the increased number of 
shipping units. ‘The possibilities of increased losses of and damage 
to units would be greatly expanded. 

I would again stress the fact that the increasingly greater direct 
distribution of books, over our entire Nation, espec ially | to individual 
families, libraries, and to our public schools, has almost entirely elim- 
inated the long-prevailing practice of bulk packing in wooden cases 
and all-rail bulk primary distribution to regional warehouses and the 
subsequent repacking and reshipping. 

Finally, aga me to express my deep conviction as to the impor- 
tance to the Nation of effecting the widest possible distribution of 
good books. This conviction is strengthened by my experience as a 
book manufacturer; as an active officer of the National Association of 
Manufacturers; the National Planning Association: our Tennessee 
State and local planning commissions; as chairman of the Planning 
Committee of the Tennessee Library Association; and membership on 
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library, school, and college boards. With particular respect to the 
rapidly increasing population and both business and industrial activi- 
ties of the Southern States of our Nation, this conv iction is further 
strengthened by the experience which I have had since I succeeded 
your very distinguished colleague, the late Senator Broughton of 
North Carolina, as chairman of ‘the NPA committee of the South. 

From experiences in these and many other activ ities I have come to 
believe that national unity and security hinges not only on a proper 
defense and not only on an aggressive program to combat subversion 
but that it depends with equal seriousness on vigorous and effective 
efforts to increase literacy and the development of an understanding 
among our people of the great issues with which they are now face 
to face. Books, I submit, are vital to this process. 

I am not here arguing that books are more important than the mass 

media, particul: wly newspapers and magazines. I am most certainly 
not asking for a Federal subsidy. But, gentlemen, I hope you will 
agree W ith me that any argument which can be used to justify special 
consideration for magazines and newspapers on account of their cul- 
tural and educational value applies with at least equal force to books. 
Book publishers and manufacturers are handicapped by the existing 
discriminations. Bookstores, libraries, and schools, and individual 
book buyers suffer even more directly. I pass no judgment on what 
the book rate should be. I ask only that beoks be treated fairly and 
equitably in light of the treatment accorded the printed word in its 
other forms. 

I subscribe wholeheartedly to the presentation of Mr. O’Connor and 
seconded by Mr. Morgan and some others. We have no desire for 
any subsidy and no desire for any let-down on anything; we just want 
to be treated equally with other forms of reading matter going to 
the public. 

Senator Dirksen. Let me ask you some qeustions. What kind of 
books do you publish ? 

Mr. Parmer. We are not publishers; we are manufacturers. We 
make everything from Buck Rogers to the Bible, in hard-bound books, 
not pamphlets. We are competing contract manufacturers. We 
secure some of the manufactures of the publishers and then warehouse 
them, and in many instances ship them all over the world. 

Senator Dirksen. Your operation is not. particularly affected by 
the postal rates ? 

Mr. Patmer. It certainly is. 

Senator Dirksen. In what way? 

Mr. Parmer. Because it affects the ultimate price of books. In 
some instances we have to supply it, and in other instances the pub- 
lishers have to include it either in the selling price or the collection 
from the public. 

Senator Dirksen. That is a matter for the publishers, isn’t it? 

Mr. Paumer. In part; yes. 

Senator Dirksen. Bae you are a manufacturer ¢ 

Mr. Parmer. We a manufacturer. We are affected by the vol- 
ume of books that 3 may not be made if we place ourselves jointly 
with the publishers. 

Senator Dirksen. As a book manufacturer you are not directly 
affected ? 

Mr. Paver. No, sir. My main point in coming is because of our 
particular participation in the production of the books. I thought 
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there might be some competence on my part in helping to answer 
some questions. 

Senator Dirksen. I just wanted to make it clear. 

‘The Cuarrman. Thank you, Mr. Palmer. 

Mr. Streeter. 


STATEMENT OF CARROLL P. STREETER, MANAGING EDITOR, 
FARM JOURNAL 


Mr. Srreerer. My name is Carroll P. Streeter, managing editor 
of Farm Journal, one of the national farm magazines. I am here 
today, however, as chairman of the postal committee of the American 
Agricultural Editors Association, a group of 71 farm papers, large 
and small, reaching 17,000,000 farm families. We blanket rural 
Americ: 

For 50 to 100 years these farm papers have been the friends, guides, 
and personal counselors of America’s farm families. For much of 
this time, the farm paper was about all they had. They came to depend 
on it. Whatever it said was so, was so. It has always been a friendly 
visitor, welcomed into the family circle. It was interested in the 
people there, not just imper sonally as so many readers represented 
in a circulation figure, but as individual human beings. 

There’s a gre at deal of difference between a medium which just 
conveys information—coldly, factually, and impersonally—and one 
which comes as a friend, sincerely concerned with helping you with 
any problem you have. 

That relationship the farm paper maintains with the farm family 
to this day and that is one big reason why, by every survey that any- 
body has ever made, the farm paper has always been given by farmers, 
any by farm women, as their chief source of information. It always 
has a substantial lead on other magazines, on newspapers, on radio, 
on the Agricultural Extension Service, on USDA or dutisoltarel 
college bulletins, and even on neighbors, as a conveyor of information 
and help. Iam appending results of two typical surveys of this sort. 
Many other could be cited; they invariably show the same thing. 

It is important to the country, important to our whole business 
economy, Important to everybody who eats food and who wears 
clothes, important to farmers themselves, that somebody have the 
farmer’s ear and have his confidence. 

It is important first, in conveying information. The technological 
advances which agriculture is making are simply terrific. This month 
we may have a new and better insecticide than we had last. Very 
likely there’s new and better machinery; new livestock remedies, new 
ind higher-yielding varieties of grain and grass to sow. The market 
picture has changed—is this the time to sell hogs or would it be better 
to wait? There are new things going on down in Washington that I, 
as a farmer, need to know about. They affect me—plenty—and as a 
citizen I want to help shape our agricultural, national, and interna- 
tional policies. What are my farm organizations up to? Could I 
get more milk out of my dairy cows if I put up grass silage? The 
Government wants me to plant more corn this year—so I read. And 
I don’t just read it as so much news, but the editor of my farm paper 
advises me to do it, too. Well, then, maybe I will. In my farm 
paper I read some ideas for getting the work done this summer, even 
though the draft board has just taken my only son. 








334 ADJUSTMENT OF POSTAL RATES 


If I’m a woman, I’m interested in all of this, for I’m farming, too, 
right along with my husband ; I’m definitely a part of the business. In 
some ways I’m the core of it. But in addition I’m getting useful 
information for my homemaking business, too—how to get the house- 
hold work done without being so tired out by night, how to keep my 
family in good health both physically and emotionally, how I can 
lead a 4-H Club more successfully, how I can prepare better meals, 
how I can plan satisfying furnishings for our home—how to meet 
almost any problem that will come up. 

But information, important as it is, is not all that the farm pager 
brings. Not by any means. Just as important, it brings encoura 
ment, good cheer, hope, an occasional religious thought, entertain- 
ment, inspiration. It ministers to the farm family’s spirits. It helps 
keep that family the sound institution that has furnished the Nation 
with independent, freedom-loving, emotionally stable citizens who 

can supply the stability and horse sense that. a republic needs. 

In all of these ways the farm press works hand in hand with other 
educational institutions. It carries a vast amount of information for 
the land-grant colleges and the United States Department of Agricul- 
ture. In. fact, it is the chief channel that these agencies have in 
reaching rural America—in carrying the results of the experiment 
stations and the recommendations of agricultural leaders. 

Take a case in point. We are facing a feed shortage. The USDA 
and the colleges are rather frantically trying to make farmers realize 
it in time to plant more corn, more wheat. A Nation-wide system 
of meetings has just been held, at much expense, to put over that idea. 
Farm papers have already done the job—free—with practically every 
farmer in the country. They began a campaign last fall and have 
been at it ever since. Asa result the country will get the corn acreage. 

Services like these the farm press performs year in and year out. 
But in times of national emergency it rouses farmers in special drives 
as no other medium could—in selling bonds, in manpower and ma- 
chinery conservation, in scrap-iron collections, et cetera. My own 
publication, Farm Journal, contributed a quarter of a million dollars’ 
worth of space to such campaigns in the last war. Others made com- 
parable contributions. Just as important, they enlist farmers’ minds, 
because they have their confidence. 

To adopt S. 1046 would hamstring farm magazines in varying de- 
grees. Many are small—more than 53 percent of them have 25,000 
readers or less. Some it would put clear out of business. Others it 
would cripple. And even the largest would have to curtail their serv- 
ices. Any postage increase would fall with unusual severity on farm 
papers because they are carried almost entirely by mail and have 
practically no newsstand sale. 

These are times when farmers must strain every muscle and every 
nerve to produce what we are asking of them. They are short of 
help and short of materials. Yet the Government is beseeching them 
for more food, more cotton, more wool. We need that food and fiber 
to feed ourselves and our friends around the world. We need it to 
fight inflation. And we need informed citizens in rural America to 
help shape our course in these puzzling times. 

To hamper the farm press in any degree right now is definitely to 
hamper American farmers, just at a time when the cry is for more of 
everything. A postage increase of 100 percent w ould yield not more 
than an estimated $3,000,000. To deprive farmers of a part of their 
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information and help at a juncture such as this could cost the United 
States far more than $3,000,000. I will leave with you the question 
as to whether we can afford it. 

The CHamman. We certainly appreciate your coming before us. 

Mr. Srreerer. There is just one other point. You will hear from 
my colleague, Mr. Kircher, in the morning, who will speak further 
on the editorial service that the farm magazines will render, and be- 
cause Mr. Kircher will appear I don’t think it is necessar y for me to 
give you an elaborate statement on the point. 

The Caarrman. Thank you. 

(The appendix submitted by Mr. Streeter is as follows :) 
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: Where Iowa farmers get information to help them in their farming and 

5 home making 

2 (A study by Iowa State College among 550 farm families, 1947 
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i 4 Farmers homemakers 
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| 3 Percent Percent 
| = Farm magazines... ...- a os ‘ i oe ineetegiins 71 75 
| = Radio... ed oe i 49 5G 
| & Newspapers ca 36 35 
| = Other farmers or homemakers , ss . pasty 31 34 

3 Extension workers sii ‘ a 11 7 

5 Extension bulletins 10 6 

4 Commercial bulletins. 5 5 
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Vermont farmers’ “Usual sources of information” 


(A study made by the Agricultural Extension Service in Vermont, 1947) 


: Farm 
armers 
Farmers jomemakers 


Percent Percent 

Farm magazines and farm papers ; \ 4s 33 
Extension Service—Farm Bureau ; ‘ = d 34 31 
Friends and neighbors , ‘ 21 20 
Originate own ideas 11 10 
Radio , 6 25 
Government programs other than Extension Sa 4 

Got no new ideas 8 
Nonagricultural magazines om iin tia Sales 27 


Mr. Latimer. Mr. Chairman, may the record have a statement from 
Mr. Leslie A. Watt of the Watt Publishing Co., Mount Morris, IIl.? 
He finds he is unable to be present in person. 


The CuHatrrman. Without objection, that may go in the record. 
(The prepared statement submitted by Mr. Watt is as follows :) 


STATEMENT OF WATT PUBLISHING Co. IN OPPOSITION TO SECTIONS 2 ANp 3 OF 
S. 1046 


My name is Leslie A. Watt. I am president of Watt Publishing Co., publishers 
of specialized farm magazines. While I am not appearing personally before your 
committee I wish to file this statement for the record. 

Three of our publications most seriously affected by the proposed rates in 
S. 1046 are: 

Poultry Tribune, circulation of 480,000 among farm poultry raisers in the 
41 States east of the Rockies. 

Pacific Poultryman, circulation of 55,000 among farm poultry raisers in the 
7 far western States. 
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Turkey World, circulation of 20,000 distributed nationally to commercial 
farm turkey growers. 
In 1950 the combined postage on these three publications was as follows: 





Bommel (iain 65s cee i i ee a a Sees $50, 020. 44 
EAE CUR A RI OTN Dis is np ciccehatinds diem cininieels b bine geaeeeias Tie D U 
Tier eeecen ae Tere ene. ae eee ee 76, 987. 01 


S. 1046 would increase second-class rates 50 percent the first year, 75 percent 
the second year, and 100 percent the third year. Third class bulk permit rates 
would be increased 100 percent at once. 

The amount of the postage increases on these three publications would be: 


First year | Second year | Third year 
Second class_.......-.- ae eee ee ae ree Sh al St a $25, 010. 22 $37, 515. 33 $50, 020. 44 
Third class. ; ee Ba oa 26, 916. 57 | 26, 916. 57 26, 916. 57 


76, 937. 01 


SI al 51, 926. 79 (4, 131. 90 


The amount of the increase the first year is more than the net profit in 1950 
on these three publications. By the third year, the increases would amour» 
to approximately 160 percent of 1950 profit. 

The statement has been made by the Postmaster General and others that 
publishers have paid increases in all other costs so they should be able to 
pay more postage. While it is true that other costs have advanced steadily 
in the past 10 years, at no time has any supplier—other than the post office— 
asked for a 50-percent increase in 1 year. 

As an example of what has happened to publishing costs in the past 10 years let 
me cite some figures on Poultry Tribune. 


Comparing 1950 to 1940: Percent increase 
Paper and printing costs per thousand pages__---........------.... 88 
RETO: OTE RE is i i ais eae eee 11 
Subscription prices perdi ean ic Up aclipa ia ck aphas ob sa al peop ons ae iol a rth 100 


The increase in subscription prices did not provide any margin to meet in- 
creases in paper and printing costs. Subscriber resistance to the higher prices 
was so great that increased sales costs completely offset increased subscription 
revenues. The only reason it was possible to pay these increased production 
costs with only an 11-percent increase in advertising rates was because adver- 
tising linage expanded 77 percent within this decade. 

Poultry Tribune has paid an increase of 33 percent in postage costs per copy 
from 1940 to 1950. The per copy cost was 0.6 of 1 cent in 1940 and 0.8 of 1 cent 
in 1950. So the Post Office Department has obtained increased revenue from 
second-class mail over a period of 10 years—caused solely by the volume of 
advertising in publications. 

The outlook in 1951, however, is not bright. Advertising linage in Poultry 
Tribune for the first quarter is down 17 percent compared to the first quarter 
of 1950. An advertising rate increase of only 6 percent is effective with the 
April 1951 issue. The point of diminishing returns has been reached. 

We believe that any further increases in subscription prices or advertising 
rates to pay for increased postage rates would accelerate the present decline 
in volume. Major losses in circulation and advertising linage would result 
from any further increases in subscription or advertising rates, 

The Department of Agriculture deficit (costs less revenues) is well over 
$1,000,000,000 a year. Yet no one is suggesting that it should be met by a direct 
tax on the farmers. 

The Post Office Department deficit (costs less revenues) is approximately 
one-half billion dollars a year. Users of the mails are paying three-fourths 
of the cost of operating the Department. The deficit amounting to one-fourth 
of total cost is paid from general taxation. Certainly everyone in America 
benefits from the Post Office Department. 

If a Department of Agriculture deficit of more than $1,000,000,000 a year is 
met by taxation, what is wrong with a post-office deficit half as large paid 
from taxes? 

Attached to this statement is an analysis of Post Office Department expendi- 
tures compiled from the cost ascertainment report for the year 1949. Accord- 
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ing to the report the deficit in second-class mail was over $185,000,000. This. 
however, does not mean that the Post Office Department could save $185,000,000 
if it did not handle second-class mail. 

The Post Office Department has a monopoly on first-class mail. No one else 
may carry it. But there are competitive systems of distribution available 
for second class. The rates proposed in this bill may easily result in many 
magazines removing their distribution from the post office in favor of a less 
expensive carrier. The proposed rates instead of doubling revenue might easily 
produce less revenue. 

Because the Post Office Department has a monopoly on first-class mail. isn’t 
it logical to assume that first class should bear all of the basic overhead cost 
of operating the Department ’ Then second, third, and fourth Class should 
each be charged only with the extra costs incurred in handling them over and 
above first class. 

All salaries to basic personnel should be charged to first class. Only the 
salaries of additional personnel put on to handle second, third, or fourth classes 
should be charged to those classes. 

Rent should be charged not on a pound or piece basis, but on the basis of 
additional square feet of floor Space required to handle these deferred classes 
of mail over and above the space required for first class. 

Consideration should be given to priority of service. First class gets preferred 
handling. Second and third class are often handled as fill-in work. 

The most glaring example of unfair charges to second class in the cost ascer- 
tainment report is for rural delivery service, Nearly $50,000,000 or one-third of 
the total cost of operating the R. F. D. System is charged to second class. That's 
more than the charge to first class for rural delivery. Suppose all second class 
were removed from rural delivery. Those carriers would still drive as many 
miles and service as many R. F. D. boxes. They would have fewer pounds and 
pieces of mail to deliver but we doubt that they would collect 1 cent less pay. 

The telephone and telegraph companies charge a lower rate at night than during 
the day for use of the same facilities. Does the Post Office Department recognize 
preferred handling of first class and deferred handling of second class in its 
cost allocations of transportation and railway mail service? We believe the 
charges against second class on the attached schedule are far greater than 
“out-of-pocket” costs. 

May we suggest that your committee demand from the Postmaster General de- 
tailed figures for each appropriation title on the attached schedule, showing the 
amounts which could be saved if second class were removed from the mails? 
Such an attitude toward post office accounting would, we believe, result in 
transferring at least $175,000,000 of cost from second class to first class. 

Watt Publishing Co. makes extensive use of bulk permit to send subscription 
sales letters to farmers. These mailings normally weigh about 30 pieces to the 
pound. We now pay the minimum of 1 cent each, but that amounts to 30 cents 
per pound. 

At present the bulk permit rates are 14 cents per pound with a minimum of 
1 cent each. This bill does not disturb the 14 cents per pound, but doubles 
the minimum to 2 cents per piece. On this basis we would be paying 60 cents 
per pound whereas other third-class users with heavier mailings would pay only 
14 cents per pound, 

To enjoy the present minimum rate of 1 cent per piece, the mailer must 
carefully sort and tie the mail before it goes to the post office. In fact we will 
fill and label the mail sacks. The only handling cost on this mail at our local 
post office is weighing the sacks. The individual pieces of mail are not touched 
by local postal employees. 

Compare the handling with miscellaneous third-class mailings of less than 200 
pieces at one time. On these the present minimum rate is 2cents. The local post 
office employees must do all of the sorting and dispatching. 

On bulk permits—1 cent per piece—mail there is practically no labor cost to 
the Post Office Department at point of mailing. 

On miscellaneous third-class—2 cents per piece—mail there is sorting both at 
Post office where mailed and post office from which delivered. 

Because the mailer does so much preparatory work for the post office on bulk 
permit mail there is ample justification for the 1-cent per piece rate on it com- 
pared to the 2-cent per piece rate on miscellaneous third class. Yet the rates 
proposed in this bill would make the 2-cent minimum apply equally to both types 
of mailings. 

A more equitable way of increasing revenue from third-class bulk permit would 
be to change the pound rate from 14 cents to 18 cents, but maintain the 1-cent 
per piece minimum which already is yielding 30 cents per pound. 
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In conclusion, Watt Publishing Co. opposes sections 2 and 8 of S. 1046 because: 
1. Amount of increase in postage during first year would wipe out all profit. 
2. Subscription prices and advertising rates already have been raised to the 
point of diminishing returns. 

3. The Post Office Department is both a business and a service institution. 
Present distribution of costs with 75 percent paid by mail users and 25 percent 
by taxation is all right when compared to Department of Agriculture. 

4. Cost ascertainment report should not be used as basis for rate making. 
It does not reveal true out-of-pocket costs of handling second- and third-class 
mail. 

As a substitute for sections 2 and 3 of S. 1046 we recommend : 

1. An increase in second-class rates not to exceed 10 percent a year for 3 
years or a total of 30 percent. 

An increase in bulk permit third class from 14 cents to 18 cents per pound— 
approximately 30 percent—but with no change in the 1-cent per piece minimum. 

3. An increase in first class from 38 cents to 4 cents per ounce. 

These proposals would increase rates on all three classes of mail approximately 
30 percent and not disturb the present differentials which have existed for many 
years between classes. 


Analysis of total Postal Department expenditures and revenue to show portions 
allocated to first- and second-class mail 


| 


| 
Portion to first | Portion to second 

| 

| 

















an | ‘lass class 
nad daa | Total expen- | . 
Appropriation titles | ditures Bie Lote —-—| Lt 
| Amount |Percent|; Amount |Percent 
j } | i 
| | 
Compensation to postmasters............-.--.---} $103, 293, 150 |$24, 911,437 | 24.117 |$15, 908, 474 15, 488 
Compensation to assistant post tmasters...._. 14, 192,703 | 4,147,036 | 29.219 1, 269, 158 8. 942 
Clerks, first- and second-class post offices........| 640,747,995 |244, 624,959 | 38.178 | 39,057, 746 6. 096 
Clerks. third-class post offices.............-... 32, 239, 013 7, 21, 308 | 22.337 5, 072,847 15. 735 
City delivery carriers...............- i 392, 360,759 (164, 724,152 | 41.983 | 53, 341, 081 13. 595 
Village delivery service _......-- saree a he puna rete 360, 172 164, 267 45. 608 | 77, 364 | 21. 480 
Clerks. contract stations. ..................--.--] 3, 336, 074 None se pete te ine. 
Separating mails psa dinn can mesiokh 150, 601 30, 318 | 20.131 | 33,270 | 22. 091 
Unusual conditions ai : s 27, 857 5, 608 20.131 | 6, 154 22. 091 
Rent, light, power, fuel, and water_____.._-.-.-- 15, 082, 137 15.075 | 1,942,173 12. 887 
Miscellaneous items cores ‘ 3, 032, 586 15. 775 | 405,702 | 13.378 
Carfare and bicycle allow ance. 3, 302, 890 1,397,242 | 42.304 | 424,838 | 12.863 
Detroit River postal service 1: 1,332 | 10. 656 | 1, 603 12. 824 
Special delivery service h, SBE 401, 294 2. 600 88, 928 . 576 
Commissions, money-order fees Sina ‘ 678, 867 Pee. F. cid we None |.... 
Other expenses, money orders ; 67, 107 None . None 
Operating force for publie buil dings, ri 53, 172, 357 7, 357, 610 | 13. 837 3,080,632 | 5.7% 
Operating supplies for public buildings -_. _- 9, 324, 689 1, 142, 338 | 12. 241 499,788 | 5.360 
Furniture. carpets and safes_- a 708, 819 GRE 4. cde weed None | lid 
Total ; ed _.-/1, 287, 526, 809 |458, 860,957 | 35.639 |121, 200, 7 i 9. 421 
Distribution of stamp expense be eibleide 45, 258,441 | 25,731,651 | 56.855 173, oe 5 | B84 
Credit for stamp expense included in appro- | 
priation titles............. a ae (45, 258, 441 TON es oa None chain 
Total post office service.......-. 1, 287, 526, 809 484, ! 592, 608 | 37.637 121, 47 3, 633. j 9. 435 
NID in co ccnncueesta 478, 374, 189 | 37, 924, 556 7.928 | 37,010,310 | 7. 787 
Railway mail service .| 135, 658,552 | 42,458,156 | 31.298 | 16, 151, 218 11. 906 
Rural delivery . ; 152, 800,000 | 44,320,014 | 29.005 | 49,700,924 | 32. 527 
Miscellaneous (indemnities. equipment and | | 
supplies, ete - baad . 43, 670, 577 4, 787,426 | 10.963 1,813,789 | 4, 153 
General overhead and adjustments (for break- | 
down see schedule attached )_ - 30, 779, 984 9,951,486 | 32.331 3, 259, 595 10. 590 
Grand total expenditures.................. 2, 128, 810, 111 (\624, 034,246 29. 314 220, "409, 469 10. 776 
Revenue—74 percent of cost................... 1, 577, G80, 583 706,008,955 44.756 | 43, 560, 764 2 761 
Expenditures in excess of revenue........-- 551, 129, 528 (82, 064, 709) (14. 890) 185, 848, 705 33. 721 
Percent expenditures in excess of revenne...... 34, 933 (11. 622) SUE Lebisnies 


Compiled from U 
90, 99, and 100 


The CHAIRMAN. 


will open up with Mr. Kircher at 10 o’clock tomorrow. 
(Whereupon, at 12:10 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Friday, April 13, 1951.) 


. S. Post Office Department Cost Ascertainment Report for 1949; tables 50, 60, 70, 80, 


That concludes the hearing this morning and we 
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FRIDAY, APRIL 13, 1951 


Untrep States SENATE, 
Commitree on Post Orrice anp Crvi SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
135, Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. 

Present: Senators Johnston (chairman), Carlson, Dirksen, Butler, 
and Duff. 

Also present: James O. Bouton, Director, Division of Newspaper 
and Periodical Mail, Post Office Department; and J. Austin Lati- 
mer, chief clerk and counsel. 

The CHamman. The committee will please come to order. Our 
first witness this morning is Mr. William H. Kircher. 


STATEMENT OF WILLIAM H. KIRCHER, ASSOCIATE EDITOR OF 
THE FARMER, ST. PAUL, MINN. 


Mr. Kircuer. Mr. Chairman and members of the committee, my 
name is William H. Kircher. I am associate editor of the Farmer 
of St. Paul, Minn., but this testimony is on behalf of the postal rates 
committee of the American Agricultural Editors’ Association and 
is a supplement to the testimony of my colleague, Carroll P. Streeter, 
of the Farm Journal, who testified yesterday. I want to join with 
Mr. Streeter and the others of my committee in pointing out the es- 
sentiality of the farm press as educational and information media. 


EFFECT OF 8S. 1046 AND H. R. 2982 ON FARM PUBLICATIONS 


Because subscriptions to farm publications are generally long- 
term subscriptions, the publications themselves would at the out- 
set of any increase in postal rates have to bear the cost of the in- 
crease, and they would have to bear a share of an increase for several 
years, 

I believe the subscription list of the Farmer is typical of most farm 
publications. One-sixth of our list expires each year. Therefore, 
6 years must elapse before a subscription rate increase could reach 
all subscribers. 

The cost of the postal rate increase could not be passed on to ad- 
vertisers without placing farm publications in a most unfavorable 
competitive position. Even though postal rates are doubled for all 
publications, those within and those outside the farm field, our com- 
petitive position would still be extremely awkward because publica- 
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tions compete not only among themselves for advertising, but with 
other advertising media as well. Most important of other advertis- 
ing media is radio. 


EFFECT OF 8. 1046 AND H. R. 2982 ON THE SUBSCRIBER 


If postal rates are doubled, subscription rates would have to be in- 
creased sharply. This would have the effect of denying to many 
readers, particularly those in the lower income lev els, the informa- 
tion and service they get from farm publications. To be sure, this 
would be self-denial because even the low income farmer could afford 
to pay a much higher price than he is now paying. However, his 
reaction to the much higher price would be the same as if he were 
asked a much higher price for something else. He would deny him- 
self that which he wanted even though he had found it valuable to 
him. 


FARM PAPERS ARE IMPORTANT RURAL EDUCATION MEDIA 


As educational and information media, farm publications hold a 
singularly high place among all types of publications, and even among 
other rural educational institutions. In fact, they hold a high place 
even among 100 percent tax supported educational institutions. The 
latter statement has been proved by many studies on the subject. 
One such study was conducted recently by the Statistical Laboratory 
of Iowa State College, Ames, Iowa. The title of this study was “A 
Study of the Infor mation Sources of Iowa Farm Men and Women.” 
As the title implies, the investigators sought to learn what sources 
farm men and women look to for information. 

There were 21 subjects about which these men and women sought 
information. For purposes of brevity, I have selected 4 of the 21, 
and the sources from which information on these subjeets was ob- 
tained. They follow: 

FARMERS 


HANDLING AND FEEDING LIVESTOCK (387 FARMERS REPLIED 











| Percent of all 

: . 7 farmers 
Source | Number naming this 

source 

iiaionbe <i ia ” ————}- ere 

RNR sk ods Reasia alsd csbisnlajewtnmbokeni a okaicientnee ois ae os ite beens oben 57 14. 73 
i a eo eae 40 10. 34 
Farm papers, farm magazines, and other magazine Bocscee : 160 | 41. 34 
EOCPOMIOR WOPMOTE 4 6 - obs wore ccemics salina tihl dieupeahs alga i neiolai 12 | 3.10 
EE Ie ii cenchaddecadcnccd evn gupew bungie ue aeabend aged 20 | 5.17 


Radio-- wdewenasthisbdeosdte thax ckh Gdddak ckentdltdensin Saki aden ebareel 22 9, 21 
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FARM WOMEN 


RECIPES AND MEAL PLANNING (370 HOMEMAKERS REPLIED) 


New spapers- eiivad . 
Farm papers, farm magazines, and ‘other magazines 
Extension workers “ ;, ‘ ; 
Extension bulletins 


HOME IMPROVEMENT (294 HOMEMAKERS REPLIED) 


Radio... 

Newspapers. ian 
Farm papers, farm magazines, and other magazines - 24 
Extension workers - . 

Extension bulletins... 


SUMMARY 


The philosophy which inspired passage of the Postal Act of March 
}, 1879, was that publications are a part of this country’s vast system 
of public education. We believe in this philosophy. Because we 
believe in it, we believe that farm publications are media of public 
education. 

One contention of proponents of increased postal rates as they 
concern publications is that publishers should pay the total cost, 
or at least a larger share of the total cost of their use of the mails 
in distributing their publications. It is our belief that the basis 
of this contention is invalid. In the distribution of publications the 
subscriber, not the publisher, is the user of the mail just as the student, 
not the school, is the user of the school’s educational facilities. 

If postal rates are doubled as proposed, a great many subscribers 
would no longer avail themselves of the information and service they 
now get from farm publications. Thus, doubling postal rates would 
have the effect of denying to these citizens a v aluable educational and 
service medium. 

Mr. Streeter, in his testimony yesterday, pointed out the fact that 
the information which. farmers got, other than that having to do 
purely with the business of farming and homemaking, is of first 
importance in bringing encouragement, good cheer, hope, religious 
thought, entertainment, and inspiration. 

Before coming here, in preparaton for my statement I wrote to 
150 of our subscribers and got letters back from 51 of them, and 
typical of the replies is the one I have here. This reader says in 
the last six issues — had read Dr. Holland’s sermons, and that the 
husband had read a story on pig raising. Their reading runs the 
whole scope of itotaidtion and inspiration that farm papers his- 
torically have given them. 

Even a 30-percent increase in rates would kill some of the 71 farm 
publications our committee represents. It would cripple many others 
and would curtail the services to some extent of all of them. Our 
committee members hope you will agree with us about the basic essen- 
tiality of farm publications, particularly now when they have a most 
important role in food production. We believe that the rel: itively 
insignificant yield of a raise in postal is by no means as important to 
the country as would be the crippling of the farm press by greatly 
increased postal rates. 

That is all. 
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The Carman. Are there any questions by any member of the 
committee ¢ 

Senator Cartson. Mr. Chairman, I have before’ me here Mr. 
Streeter’s testimony of yesterday in which he states a postal increase 
of 100 percent would yield not more than an estimated $3 million. 
Do you concur in that? 

Mr. Kircuer. I do; yes, sir. 

The CuarrmMan. Are there any other questions? If not, we cer- 
tainly thank you for coming and giving us the information that you 
have. 

Mr. Kircuer. Thank you very much, gentlemen. 

The Cuatrman. Mr. Leonard Lathrop. 

(No response. ) 

The CuatrMan. Mrs. Eleanor Walker. 


STATEMENT OF MRS. ELEANOR WALKER, OWNER AND PUBLISHER 
OF THE GRADE TEACHER, DARIEN, CONN. 


Mrs. Waker. Mr. Chairman and members of the committee, my 
name is Mrs. Eleanor Walker, and I am owner and publisher of the 
Grade Teacher, a monthly magazine for elementary teachers. We 
have an audited paid circulation of 116,650 subscribers, and around 
350,000 teacher readers. 

I am also speaking for the other publication in the field, the 
Instructor, at the request of their general manager, Mr. Stanley 
Copeland. 

You are indeed patient to listen once again to those of us who 
testified on maneend postal increases last year. And I wish to express 
my appreciation for your fortitude. 

‘However, the situation has changed since last year as far as educa- 
tional magazines are concerned. S. 1103 exempted educational ee 
zines from any increases in second-class rates. The new bill, 
1046, does not exempt educational magazines, nor does it give al al 
smaller increase than the huge mass “media, many of which have a 
large newsstand circulation. 

Last year, in testifying before your counterpart committee in the 
Senate, I said that in Spite of the fact that both the House bill and the 
Senate bill exempted us from any increases whatsoever, I thought we 
should pay an increase we could take, namely, 15 percent spread over 
5 years. I say the same thing today. That is not a horse-trading 
figure. It’s the figure we can take and are willing to take. 

We should pay more postage. 

Why shouldn’t we, magazine prtiliaen S, pay a reasonable increase ? 
We pay more for paper, printing, and payroll, Why shouldn’t we 
pay more for the “fourth P”—postage. 

I think we should. 

The only reason is we can’t possibly pay a 100-percent increase in 
3 years. Over the last 10 years all of the increases in the ingredients 
of Pocttihine have come to us very gr adually. I have had our account- 
ing department check that and the increased costs average between 
2 and 5 percent, and never more than that in any one year, “and to ask 
a 100-percent increase in 3 years just doesn’t make sense, 

We are perfectly willing to pay 15 percent over a period of 3 years. 
That is what we said last year and that is what we say this year, 








ADJUSTMENT OF POSTAL RATES 3438 








NINETY-NINE PERCENT OF THE GRADE 





TEACHER CIRCULATION IS MAIL 










Not only are we a small business—and there are thousands of smaller 
businesses in this country than big—but we send out almost our total 
circulation by mail. Out of 116,6: 50 copies, only 226 are sold on news- 
stands. I figured out the percentage of mail circulation of a lot of the 
big weeklies, the women’s group, the garden, and fashion magazines. 
Their mail circulation varies between 12 percent and 83 percent of 
their total, with the majority having between 40 percent and 60 per- 

cent mail circulation, That is a lot different than 99 percent by mail. 
Almost our total circulation would have a doubled mailing cost. This 
seems hardly fair. We cannot change our circulation methods to the 
use of newsstands because we go into many too small towns and rural 
areas. According to the New “York Times’ 6 months’ survey in 1950 
on education, nearly half of all — children and over half of all 
school teachers are in the rural are 









THIS BILL 





ALSO DOUBLES THIRD-CLASS MAIL RATES 









Another hardship this bill works on us is that we get 42 percent of 
our circulation by mail and this third-class rate is also doubled in 8. 
1046. Very few magazines get so large a percentage of their circula- 
tion by mail. 

There’s a limit. 

We have raised our subscription price twice in 10 years. We cannot 
raise it one more cent. We cannot get any more money out of the 
teachers. We now charge $4 for 10 issues. The average salary of 
public-school teachers in this country is $2,785.20, but since we have 
many small-town and rural subscribers, the average salary among our 
teachers is much lower. You cannot ask the girls for any more money. 

We did increase advertising rates several times. The ‘advertising in 
our magazine is institutional advertising. It is the first to be loppe dl 
off when advertising budgets get tight, or when too many handicaps 
like rate increases face the advertiser. 























INCOME FOR 10 MONTHS-——EXPENSES FOR 12 MONTHS 





Our magazine has only 10 issues a year, to parallel the school term— 
September through June. Yet we have to maintain our payroll, and 
other office costs, except paper and printing, for 12 months a year. 
So our profits for 10 months have to cover our expenses for 12 months. 
Any sizable increase is therefore a greater threat to us. 


CAN'T YOU 





DO LIKEWISE? 





Even the dread Internal Revenue Department recognizes the prin- 
ciple of adjusting taxes for the small-profit organizations. They 
tax 25 percent of the first $25,000. The surtax ‘of 20 percent does 
not start until after a business has made at least $25,000. This is an 
adjustment for the small-profit organization. 


A SMALL MAGAZINE STILL RENDERS A BIG SERVICE 






Although we are a small publication, we perform a service all out of 
proportion to our size. We’re big in the school field since over 25 
percent of all elementary te sachers subscribe for the Grade Teacher, 
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and around 50 percent of all elementary teachers read it. In fact, this 
trend toward “sharing the Grade Teacher” is one of our circulation 
problems. So many teachers read one and the same copy. But at least 
we do a lot of good that way, and make less a drain on the post office. 

Teachers need our help so much, especially now that the schools are 
so crowded in the grades due to the increasing birth rate. And that 
is where these children are—in the grades. In fact, around 75 per- 

cent of the total school population is in the grades. 

We are appending photostatic copies of figures put out by the Unit- 
ed States Office of Education which shows the tremendous increase 
in pupil population at the elementary level as well as a great shortage 
of teachers. 

There is such a shortage of teachers that 75,000 of them are teaching 
with emergency certificates, and of these in: idequately trained teac h- 
ers, 65,000 are in the rural areas. With the increasing shortage of 
manpower, the situation will get worse rather than better. 

And are these teachers working hard. Classrooms are crowded, 
many communities have had to resort to double sessions, teachers have 
more paper work than ever—report cards, test records, marking of 
papers. But also the teacher has more nerve strain from trying to 
cope all day with so many more pupils in a crowded room—squirming 
little human beings who are themselves disturbed in an upset world. 
If you had that job, wouldn’t you need all the help you could get? 

And we do know the Grade Teacher is a big help. We get hundreds 
of unsolicited letters from teachers who say, “I use the Grade Teacher 
practically every day,” and “I could not get along without it.” I have 
many pages hereof letters from teachers, administrators, and teacher- 
training people expressing their appreciation for our magazine's tak- 
ing part of the load off their shoulders. 

Tf by doubling the postage bills of all educational magazines you 
would make a noticeable dent in the post deficit, you might give it a 
thought—but it will help in only an infinitesimal amount. 

What about American children ¢ 

It does not seem quite right that we should be spending millions of 

taxpayers’ money on our foreign education program, and at the same 
time hamper those who are trying to help the teachers in this country. 
In Germany alone, we spent many millions in 1 year on education. 

Many of you send your children or grandchildren to these teachers 
in America. You put these youngsters’ education in their hands. We 
do not pay them very handsomely for this most important of all of 
America’s responsibilities—the education of our children. Sometimes 
we even forget to say “Thank you.” 

You surely are not going to make it too difficult for us to help these 
teachers. 

Here is an indication of how the teachers feel about the Grade 
Teacher. This school year our magazine has been slow in arriving, 
partly because of a late printing se chedule which we are cort ecting, 
and partly because of the retarded mails. We have had hundreds 
of letters this year from teachers, saying, “Why doesn’t my Grade 
Teacher come?” If such a large group of our readers takes the time 
to sit down and write us, there must be many, many more who don’t 
white but want us to hurry up. What would they feel if we didn’t 
send it at all? 


bi a em 


Boa 


ROME a Rae Celta 


ce 
4 
3 
& 
‘ 





ADJUSTMENT OF POSTAL RATES 345 
WE'RE ASKING SENSE, NOT SUBSIDY 


We are not asking for charity. We are asking for plain common 
sense. Make the increase reasonable and make it F oattin il. We pay 
all our bills. We even pay the contributors to the magazine, a prac- 
tice many professional journals do not follow. We pay our employees 
well, and we hope to continue to save a little for a rainy day, just 
as you all want to do. 


THERE’S ALWAYS A BREAKING POINT 


There has been a lot of testimony during these hearings about money. 
And any business, large or small, has obviously to take in as much 
and preferably a little more than it puts out. 

But I think almost as important an issue as money is pressure. 
You are working under terrific pressure. But so are we—pressure 
from spiraling costs, pressure of competition, pressure from personnel 
changes due to the war, pressure from an unserene world, pressure 
from family problems. Please, temper justice with mercy and do 
not add too much to these pressures. Give us a chance to creep before 
you ask us to run. 

Even the fantastic price of food has been given us gradually. Take 
apples, for instance. They are a lot mgher today than they were 
a lifetime ago, but the change came slowly. This reminds me of an 
experience I had last winter. As I came out of the subway in New 
York on my way to see a friend, I noticed a man selling apples from 
a wagon on the street. “What kind of apples are those?” I asked. 
“Northern Spies,” he replied. I spent part of my childhood in New 
York State and I thought I knew a Northern Spy when I saw one, 
and so I said, “They don’t look like Northern Spies to me but I'll 
take a bag anyhow.” While he was putting the apples in the bag, 
I remarked, “When I was a child, we used to buy Northern Spies 
for 50 cents a bushel.” The man straightened up, handed me the 
bag, looked me right in the eye, and said, “Lady, that was a long 
time ago.” 

Thank you. 

The Cuatrman. Are there any questions? 

Senator Burter. Why would you pay 15 percent ? 

Mrs. Warker. Because that is what we can afford. 

Senator Buruer. There is no relation between the 15 percent that 
you suggest and the cost to the post office? 

Mrs. Waker. No. 

Senator Burter. You do not have any figures as to the actual cost 
of handling your kind of mail? 

Mrs. Waker. No. 

Senator Buruer. It is just what your industry can afford? 

Mrs. Warker. Just what our industry can afford. With 99 percent 
of our circulation going out by mail, and getting almost half of our 
circulation by mail, it is much harder on us than on most publishers. 
I checked all the big publications, the weeklies, the women’s magazines, 
garden magazines, and found most of them have between 40 rand 60 
percent mail circulation, whereas we have 99 percent mail circulation, 
which means it is much harder on the educational field than it is on 
almost any other field because of that situation. 
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The Cuamman. Are there any other questions? Hearing none, we 
certainly appreciate your coming. 

Mrs. Wacker. Thank you very much. 

(Mrs. Walker submitted the following excerpts from letters of 
superintendents, supervisors, and principals, and the following 
charts :) 


LETTERS FROM SUPERINTENDENTS, SUPERVISORS, AND PRINCIPALS 


* * * The supervisor of elementary schools in cooperation with the princi- 
pals and teachers and me, placed our elementary schools on a very high level of 
efficiency and so many of our ideas, plans, information, and so forth, came from 
or were inspired by the Grade Teacher. 

Huiton N. ANDERSON, 
41 years as Superintendent of Schools, Conroe, Tex. 


* * * JT know our faculty members have enjoyed the copies of your maga- 
zine which have come to their buildings and have made good use of them in their 
classrooms. 

BLAIR PLIMPTON, 
Superintendent, Park Ridge Public Schools, Park Ridge, IU. 


* * * We have found the Grade Teacher Magazine very helpful and always 
look forward to the next issue. 
Rose J. HAVELEK, 
Grade Supervisor, Marinette Public Schools, Marinette, Wis. 


* * * Again we wish to thank you for the many services your company 
continues to offer the elementary school. 
Rosert DAvIs, 
Grade Principal, White Lake Central School, Whitehall, Mich. 


* * * Is it possible to order reprints of specific articles which appear in 
the Grade Teacher, or do you have a list of available reprints? 
Harorp P, HI, 
District Superintendent, St. Helena Unified School District, St. Helena, Calif. 


* * * We keep a copy of the Grade Teacher in our materials center where 


all teachers might make good use of the magazine. 
JosepH H. ESHLEMAN, 
Elementary School Principal, William Penn Schools, New Castle, Del. 


Letrers From Directors oF TRAINING SCHOOLS 


Iam well acquainted with the Grade Teacher and have been for many years. 
I consider it the best one publication of its kind in the United States. I would 
certainly be delighted to have free copies of the May and June issues of the 
Grade Teacher to give to these worthy prospective teachers. This seems to me 
to be a most excellent way to introduce them in a vital way to the worth while- 
ness of the materials found in the Grade Teacher. This is a fine service that 
you offer and I greatly appreciate having an opportunity te share in it with 
you. 

GLENN H. NELSON, 
Director of Elementary Education, College of Education, 
University of Arizona, Tucson, Ariz. 


* * * JI am directing the work of training elementary teachers here at 
the college. I wish to have these preservice teachers, especially those taking 
student teaching, to become familiar with the best professional magazines for 
elementary teachers. Naturally, I would like to have them know of the Grade 
Teacher. 

CHartes C. GRAHAM, 
Depariment of Education, Berea College, Berea, Ky. 


* * * We are training elementary teachers, and I know the value to these 
teachers of the Grade Teacher and am happy to cooperate with you by having 
them receive samples of your publication. 

Sr. MaqgpaLeEN MARIE, 
Head, Education Department, Siena Heights College, Adrian, Mich, 
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, * * * JT enjoy the Grade Teacher very much and hope that my students 
may also learn to use this magazine as an aid to their teaching. 
Miss Katie L. CRAFT, 
Head, Elementary Education Department, 
Ohio Northern University, Ada, Ohio. 


* * * The students were so pleased with the sample copies of the Grade 
Teacher. We appreciate your courtesy because this magazine means so much 
to us in our teacher training program. We use it continually. 

Miss Bernice HALBeERT, 
East Baptist College, Marshall, Ter. 


MISCELLANEOUS LETTERS 


* * * JT have just received an article entitled “Grow Up on Sound Feet,” 
which you had published in the February issue of your magazine. As a chiropo- 
dist I think it is an excellent article and should be brought to the attention of 
every teacher and parent in the United States. I would like a number of re- 
prints so that 1 may try to bring this message to the educational leaders of my 

‘ community. 
Dr. ARTHUR GARDNER, 
525 West Avenue, Norwalk, Conn. 


* * * An opportunity Was presented to me to review the February 1951 
issue of the Grade Teacher on foot enre and I wish to congratulate the editors 
on an informative, accurate and excellent presentation for the laity. 

Dr. ALFRED G. Rops, 
209 Post Street, San Francisco 8, Calif. 


* * * We find the Grade Teacher very helpful and stimulating. New 
teachers, especially, need just such a magazine. 
ARLEEN GARLAND, 
School District of Winnipeg No. 1, 
Wm. Whyte School, Winnipeg, Canada. 


* * * May I please take this opportunity to tell you how much I appre 
ciate your page, The Last Word. It is the first page I turn to when the Grade 
Teacher arrives in our school. It is like a breath of clean air as it carries my 
thoughts above the problems of the day and always makes me want to strive 
a little harder in carrying on my responsibility to make this a better world 

MARTHA HENprICKS, 
Teacher, 26 Trumbull Street, New Haven 11, Conn. 


* * * JT don’t know of any magazine that’s quite as nice and helpful in 
every way as your Grade Teacher. It’s wonderful and I adore it in my primary 
field of work. I showed it to my good superintendent and he thought it was 
so valuable in our school work. 

Miss ANNIE M. KEENE, 
Teacher, Winton, N. C 


* * * Your cover, the Washington Family, was fine. In fact, the whol 
magazine really sparkles. 
FreDERICK D. BREWER, 
Teacher, 317 Maple Avenue, Lindenwold, N. J. 


* * You have a splendid helpful magazine. It shows much thougl 
work and care is put into it. Altho I have taught many years I always look 
eagerly forward for it to come. 

Mrs. Nettiz T. LYALL! 
Teacher, 45 Elm Street, Methuen, Mass. 


* * T have been a subscriber to the Grade Teacher for quite a few years 
This vear I thought I would try several new magazines, so I did not renew my sub 
cription to the Grade Teacher. I find I miss it very much and I am quite 
ppointed in my choice of new magazines, so in appreciation of the Grade 
Teacher I want to say I think it a very fine and helpful magazine. I am sorry 
[ thought I could get along without it. Please renew my subscription, 
Mrs. GEOrrreEY Horne, 
Teae 








58 ALBERT STREET NortH, KITCHENER, ONTARIO, CANADA 
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* * * The Grade Teacher is one of my best teaching aids. 
K. Foupen, Teacher. 


* * * Many of us feel that the Grade Teacher is an excellent publication, 
full of ideas and suggestions for good classroom activity. 
Davip W. RUSSELL, 
Professor of Education. 
PENN STATE COLLEGE, STATE COLLEGE, PA. 


* * * This is my twenty-ninth year of rural teaching—all consecutive years, 
too. I have used your magazine each year. I simply can’t teach without it. 
Mrs. Crype D. Breck. 
Box 7, Kempton, N. Dak. 


* * * Your magazine, the Grade Teacher, is a real source of help to me. 
If puzzled about something, I turn to the Grade Teacher. 
Mrs. BeuLan Joyce. 
Curio, MicH. 


* * * JT have zeen a subscriber for the past 10 years or more now and I 
just couldn’t get along in the classroom without the Grade Teacher. 


Mamigr A, Epmonps, 
LAWRENCEVILLE, VA. 


* * * To me the Grade Teacher is priceless. I love it for its practical 
help as well as for its inspiring articles by Florence Hale. 
Mary KorNELSEN. 
STEINBACH, MANITOBA, CANADA: 


* * * J surely do enjoy your magazine and find it a “must” in teaching 
enthusiastic sixth graders. 
Mrs. R, H. BANNON. 


Hickory, N.C. 
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The Cuarrman. Mr. George J. Hecht. 


STATEMENT OF GEORGE J. HECHT, PRESIDENT, THE PARENTS’ 
INSTITUTE, INC., NEW YORK 


Mr. Hecutr. Mr. Chairman and gentlemen of the committee, my 
name is George Hecht. I am president of the Parents’ Institute, Inc. 
Our company and its wholly owned subsidiaries publish Parents’ 
magazine, The Children’s Digest, and a number of other relatively 
smal] circulation magazines. 

The proposed 100-percent increase in second-class rates would be 
so disastrous to our company that I have asked for time to make this 
statement to you. 

During our last fiscal year, we paid in round numbers, $259,000 in 
second-class postage. This far exceeded the net profits of our cor- 
poration before Fedefal income taxes. The proposed 100-percent 
increase in second-class postage would drive our company out of 
business. 

I am going to propose later in my testimony what percentage I think 
we could absorb. 

The Cuarrman. You said before Federal income taxes. You meant 
after, did you not ? 

Mr. Hecur. No; before Federal income taxes our profits are less 
than what we pay in second class postage, and we pay something like 
$100,000 additional in first- and third-class. 

Senator Burier. That is net profit before Federal taxes? 

Mr. Hecur. Before Federal taxes. During the past few years, we 
have had to increase both our advertising and subscription rates to 
meet increased costs of printing, paper, labor, engraving, et cetera. 
But we are doubtful whether we can increase these rates much, if any, 
further. We found that when we increased our newsstand price, we 
lost sales. 

May I interject that at one time we increased our newsstand price 
from 25 cents to 30 cents, just to see whether we could get increased 
revenue out of it, but our sales dropped so that as the result we had 
to bring the newsstand price back to 25 cents again. We have found 
that whenever we raise our advertising rates, we lose advertising to 
competitive media. A goodly quantity of advertising is going out 
of magazines into radio and television where there is no postage to be 
paid because transmission on the air is free. And we are losing ad- 
vertising to newspapers, most of whose copies are not delivered by 
mail. We have found that whenever we increase our advertising 
rates, we price ourselves out of a lot of advertising. We used to carry 
a lot of advertising of children’s books and toys and private schools 
and camps. But as we have been increasing our advertising rates 
we have lost a good part of such advertising because the cost is too 
great for these firms and for the private schools and camps to bear. 
We certainly will be unable to pass along to others the cost of a 100- 
percent increase in postage rates. 

The Cuarrman. When did you lose that advertising ? 

Mr. Hecur. We have been losing it during the last few years as we 
have had to increase our rates. 

The CHairMan. It has been since the war? 
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Mr. Hecur. It has been since the war, yes. 

There are more than 20,000 magazines and newspapers that are 
distributed by second-class mail. And a vast majority of these 20,000 
publications are small publications, many of which like ourself will 
be put out of business if the proposed 100-percent increase in postage 
rates is enacted. ‘To give you an idea of the number of small publica a- 
tions that will be seriously affected by such legislation, I show you a 
copy of this 1,478 page Directory of Newspapers and Periodicals, 
published by N. W. Ayer & Sons. Many magazines whose contribu- 
tion to American life are exceptionally important will have to close 
up shop. 

That gives you an understanding of what the field is, and the con- 
tributions of many of these magazines to American life are more im- 
portant than is possible to explain in a speech like this. 

If Parents’ Magazine is put out of business, certainly the ap- 
propriations for the United States Children’s Bureau will have to be 
tremendously increased because the Government must see to it that 
parents bring up their children to be healthy, educated, self- reppetine 
citizens. The circulation of Parents’ Magazine is a million and : 
quarter per issue, or 15 million copies per year. ‘There are on an 
average about 30 articles in every issue of Parents’ Magazine. If 
the United States Children’s Bureau were to publish in pamphlet 
form each one of these articles on the rearing of children, that would 
mean 450 million pamphlets a year. And as the pamphlets of the 
United States Children’s Briana they are getting out quite a 
few of them already—are distributed without the payment of postage, 
the mailing cost of these 450 million free pamphlets would add very 
considerably to the deficit of the Post Office Department. 

I know that the Congress of the United States recognizes that in- 
formation must be gotten to parents on the rearing of their children, 
just as information must be gotten to farmers on the breeding of their 

cattle. Nobody in Congress seems to be concerned as to what might 
be called the deficit of the United States Department of Agr iculture. 
The principle was established by the Congress in 1879 that maga- 
zines and other publications that disseminate news and useful infor- 
mation to the American people should be distributed at preferential 
postage rates. This is in order that the people of this country should 
be informed. Without our newspapers and our periodical press, our 
democracy won’t function. In Canada, where the first-class postage 
on first-class letters is 4 cents, the postage rates for magazines is less 
than it is in the United States. 

[ think there are some other points that need to be made. It was 
proposed during the Eighty-first Congress, although not in this ses- 
sion, that there should be no increase in second-class postage rates for 
agricultural magazines. Frankly, I don’t see why agricultural maga- 
zines should be exempt from increase in postage. But if agricultural 
magazines are to be exempt, I maintain that magazines for parents on 
the rearing of children are just as important as magazines for farmers 
on the breeding of cattle. And therefore I submit that if magazines 
for farmers are to be exempt from an increase in postage, magazines 
for parents should be similarly exempt from increases. 

I know that testimony has been given to the House committee and 
I am not sure that it has been given to this committee—asking that 
publications issued by nonprofit organizations should be exempt from 
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any increase in second-class postage. I am taking no position as to 
whether this request should, or should not, be granted; but I do say, 
if nonprofit religious magazines are exempt from an-increase in an. 
class postage rates, it is completely unfair and wrong that similar 
religious magazines published by organizations trying to make a 
profit should be charged_a higher rate of postage. If nonprofit reli- 
gious magazines are exempt from an increase in postage rates, why 
should you increase the postage rate for other religious magazines 
such as the Catholic Educator, The mee Digest, Pastoral Psychol- 
ogy, The Living Church, and other religious magazines which are 
published by organizations which are trying to make a profit. Simi- 
larly if nonprofit educational magazines are exempt from postage rate 
increases, I maintain that all educational magazines should be exempt 
from postal rate increases. Why discriminate against such educa- 
tional publications as, for example, The Grade Teacher, for which 
testimony was just presented, The Progressive Teacher, School Arts, 
Journal of Business Education, The Education Digest, and Parents’ 
Magazine which are trying to make a profit? 

Parents’ Magazine, like many other magazines, sells a goodly pro- 
portion of multiple-year subscriptions. During the past calendar 
year we sold: : 

24 percent, 4-year subscriptions; 17 percent, 3-year subscriptions ; 
28 percent, 2-year subscriptions; 24 percent, 1-year subscriptions; and 
7 percent, less than 1 year subscriptions. 

And so you will see that we now have hundreds of thousands of 
long-term subscriptions on our books on which we can do nothing 
about increasing the price. Consequently, any increase in postage 
rates must be moderate and spread over a number of years. 

In conclusion I wish to say: 

(1) The proposed 100 percent increase in second-class rates would 
be completely disastrous for our company. The very maximum that 
our company could bear—and that would be a terrific burden—is an 
increase in second-class postal rates of 25 percent if spread over 3 
years—that is 10 percent the first year, 10 percent the second year, and 
5 percent the third year. Even this increase might force us to dis- 
continue some of our smaller magazines. 

(2) If magazines for farmers are exempt from postal rate increases, 
then I maintain that magazines for parents should likewise be ex- 
empt from postal rate increase. 

3) If nonprofit, religious and educational magazines are exempt 
from postal rate increases, then I maintain that all religious and 
educational magazines whether nonprofit or not, should be exempt 
from postal rate increases. 

(4) The problems of postal rate making and the management and 
accounting methods of the Post Office Department are so complicated 
and technical that I heartily endorse the resolution of a bipartisan 
group of eight Senators, which I understand was introduced yester- 
day by Senator Carlson, for a Joint Congressional Committee to study 
postal rates and policies I think would be a splendid, sensible and 
practical thing to do. 

_(5) If second-class postage rates are increased 100 percent, as this 
bill proposes, it will put a goodly percentage of the periodical press 
of America out of business—ours included, of course, along with 
thousands of others, and will not substantially reduce, if at all, the 
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Post Office deficit. I think it is a grave question whether any such in- 
crease would actually produce any more revenue, because the maga- 
zines that are going out of business, the magazines that will lose dis- 
tribution by mail, may actually decrease the receipts of the postal 
service. In my opinion, Congress should not try to eliminate the so- 
called deficit of the Post Office Department any more than it should 
try to eliminate that of the Department of Agriculture; but if it is 
determined to try to do so, there is only one practical way to do it— 
and that is to do what Canada has done—namely, to raise the postage 
on letters from 3 cents to 4 cents. 

That is the only way that the deficit of the Post Office Department 
can substantially be reduced. 

Thank you, gentlemen. 

The Cuarrman. Thank you. 

Are there any questions ? 

Senator Carison. Mr. Chairman, in view of the fact that Mr. 
Hecht endorsed the proposal for a study of the entire postal prob- 
Jem I wish to state that yesterday I did introduce the resolution, which 
is S. J. Res. 60. I am proud to say I invited the members of this 
committee to cosponsor it, because it was not an idea of my own, it 
was just a thought that we should have a study. All of the members 
T have been able to reach and invite to cosponsor the resolution sit- 
ting around the table, including the distinguished chairman, Mr. 
Johnston of South Carolina, offered to assist in the approval of it. 
I am still open. If anyone wants to join as a cosponsor, I am glad to 
have them, of course. All I want is to approach the problem with 
some degree of knowledge of the facts. 

Mr. Hecnt. I think that is the most intelligent suggestion I have 
heard. Postal rate making is very complicated. The Interstate Com- 
merce Commission helps to establish express and freight rates. It is 
so complicated that they have a large staff studying this thing on a 
year-around basis. We need a similar study and the resolution of the 
eight Senators which you have so wisely introduced I think will pro- 
vide for this. 

Senator Cartson. Mr. Chairman, I would like to have this resolu- 
tion entered in the record at this point. 

The Cuarrman. Without objection, it may go in the record. 

(S. J. Res. 60 is as follows :) 


[S. J. Res. 60, 82d Cong., 1st sess.] 


JOINT RESOLUTION To provide for the appointment of a joint committee to investigate 
the business methods, operations, rates, and charges of the postal service, and for other 
purposes 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) there is hereby established a Joint 
Committee on the Postal Service (hereinafter referred to as the “joint com- 
mittee’), to be composed of three members of the Committee on Post Office and 
Civil Service of the Senate, to be appointed by the President of the Senate, and 
three members of the committee on Post Office and Civil Service of the House of 
Representatives, to be appointed by the Speaker of the House of Representatives. 

(b) The joint committee shall select a chairman and vice chairman from 
among its members. Vacancies in the membership of the joint committee shall 
not affect the power of the remaining members to execute the functions of the 
joint committee, and shall be filled in the same manner as the original selection. 
A majority of the members of the joint committee, or any subcommittee thereof, 
shall constitute a quorum for the transaction of business, except that a lesser 
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number, to be fixed by the joint committee, shall constitute a quorum for the 
purpose of taking sworn testimony. 

Sec. 2. The joint committee, acting as a whole or by subcommittee, shall con- 
duct a thorough study and investigation in respect of the following matters: 

(1) Methods and means whereby the postal system can be developed and 
improved, economically and efficiently, so as to best promote social, commercial, 
and intellectual intercourSe among the people in all parts of the United States 
at reasonable rates and charges. 

(2) The extent, if any, to which Post Office Department expenditures, in 
excess of revenue, for its various services and for the handling of various classes 
of mail, are justified as being in the public interest; taking into consideration 
that the United States postal system is a service of the National Government 
to all the people. 

(3) The costs of handling, transporting, and distributing the several classes 
of mail, and procedures whereby such costs can be reduced through improvements 
in methods and equipment. 

(4) Postal rates and charges in relation to the reasonable cost of handling 
the several classes of mail matter and special services, with due allowances in 
each class for the care required, the degree of preferment, priority in handling, 
and economic value of the services rendered and the public interest served 
thereby. 

(5) The extent to which expenditures now charged to the Post Office Depart- 
ment for the following items should be excluded in considering costs for the 
several classes of mail matter and special services : 

(a) expenditures for free postal services ; 

(b) expenditures, in excess of revenues, for international postal services; 

(c) expenditures for subsidies for postal services pursuant to law or 
legislative policy of Congress ; 

(d) expenditures in excess of revenues, pursuant to the Act of June 5, 
1930 (39 U. S. C. 793), not enumerated in the preceding subparagraphs 
(1), (2), (3), or (4); 

(e) expenditures for services of any character not otherwise enumerated 
herein which may be performed for other departments and agencies of the 
Government ; and 

(f) expenditures which may be justified only on a national welfare basis 
and not primarily as a business function. 

(6) The allocation and apportionment of income and expense for the various 
classes of mail and special services in the cost ascertainment system now in use 
by the Post Office Department, and such chauges as may be desirable to provide 
more useful information in the consideration of rates and charges for the various 
classes of mail and special services. 

(7) A plan for continuous cost analysis which will enable the Congress to 
determine the reasonableness of such costs as compared to standards of efficiency 
and economy prevailing in private business enterprise. 

(8) Such other matters as may be deemed pertinent and relevant to accom- 
plish the objects and purposes of this joint resolution. 

Sec. 3. (a) The joint committee shail appoint an advisory council (herein- 
after referred to as the “council”’) to be composed of not more than twenty 
members, including representatives of the general public, representative users 
of the mails, members of accounting and management engineering firms, postal 
experts, representatives of postal employee organizations, and, with special 
reference to rate-making in their fields, representatives of public transportation 
and distribution organizations. Officials of the Post Office Department shall be 
offered appointments as members of the council. The council shall select a 
chairman from the group representing the general public. 

(b) The function of the council shall be to assist the joint committee in the 
studies and investigations authorized by this resolution. The council shall meet 
at such times and places as may be authorized by the joint committee. 

(c) Members of the council who may be in the executive branch of the Gov- 
ernment shall each receive the compensation which he would have received if he 
were not a member of the council, plus such additional compensation, if any 
(notwithstanding section 6 of the Act of May 10, 1916, as amended; 39 Stat. 
582; 5 U. S. C. 58), as is necessary to make his aggregate salary $12,500; and 
shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred in the performance of the duties of the council. The members 
of the council from private life shall each receive $50 per diem when 
engaged in the performance of the duties of the council, plus reimbursement 
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for travel, subsistence, and other necessary expenses incurred in the performance 
of such duties. 

Sec. 4. (a) The joint committee, or any duly authorized subcommittee theerof, 
is authorized (1) to hold such hearings; (2) to sit and act at such places and 
times; (3) to require by subpena or otherwise, the attendance of such witnesses 
and the production of such books, papers, and documents; (4) to administer such 
oaths; (5) to take such testimony; (6) to procure such printing and binding; 
and (7) to make such expenditures, as it deems advisable. The cost of steno- 

graphic services to report such hearings shall not exceed 25 cents per hundred 
ward. The provisions of sections 102 to 104, inclusive, of the Revised Statutes 
shall apply in the case of any failure of any witness to comply with a subpena or 
to testify when summoned under authority of this section. 

(b) The joint committee is authorized, without regard to the civil-service laws 
and Classification Act of 1949, to appoint and fix the compensation of such per- 
sonnel as it deems necessary to assist it in the performance of its functions. The 
joint committee may also contract for the services of accounting and management 
engineering firms to assist it in its functions, and employ part-time consultants, 
experts, and technicians at a per diem rate not in excess of $50. Insofar as 
practicable, the joint committee shall employ persons familiar with the opera- 
tion of the postal service, accounting practices, or problems of public transporta- 
tion and distribution with special reference to rate-making in those’ fields. 

(c) The joint committee is authorized to secure directly from the Post Office 
Department, or from any postal field office, information, suggestions, estimates, 
and statistics, and the Post Office Department, or any field office, is authorized 
and directed to furnish such information, suggestions, estimates, and statistics 
directly to the joint committee upon request of the chairman or vice chairman. 

See. 5. The joint committee shall report from time to time to the committees 
of the Senate and House of Representatives from which the membership of the 
joint committee was appointed, and shall report to the Senate and the House of 
Representatives not later than January 15, 1952, the results of its study and in- 
vestigation together with such recommendations as to necessary legislation as it 
may deem advisable. 

Sec. 6. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the purposes of this joint resolution, to be disbursed by 
the Secretary of the Senate on vouchers signed by the chairman or vice chairman 
of the joint committee. 


Senator Burter. Do I understand the testimony before this com- 
mittee is to the effect that the increase desired under this S. 1046 
would yield but $3 million a year? What was the $3 million figures 
mentioned in the testimony ¢ 

Senator Cartson. The $3 million figures was mentioned by Mr. 
Streeter who appeared on behalf of the farm publications. He stated 
if the postal rates for the farm publications were doubled it would 
yield $3 million a year. 

Senator Burier. Has anybody estimated what the increase would 
be over-all? 

Mr. Latimer. I can give that to you later. 

Senator Cartson. As I remember, the testimony was if second-class 
mail were doubled it would increase the postal revenue on second- 
class mail $41 million; is that correct, Mr. Latimer ? 

Mr. Latrmer. If you will bear with me just a second, I think 
can find it for you. 

Senator Burtrr. I haven’t had the privilege or opportunity to be 
here at every meeting, but from the testimony I have heard before 
this committee so far there seems not much justification for incres asing 
the rates to the point asked in the bill. 

Mr. Larrwer. May I place this in the record, Mr. Chairman? The 
present revenue as estimated by the Post Office Departme nt in seeond- 
class mail is $40,119,000. If this bill were enacted as it is introduced 
the increase would be approximately $20 million the first year and an 
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additional $10 million the second year and an additional $10 million 
the third year, so at the end of the third year the revenue in)second- 
class, based upon today’s volume, would be approximately $80 mil- 
lion annually. 

Senator Burter. Provided it survived the increase. 

Mr. Larimer. That is right. 

Mr. Hecutr. May I comment on that, Mr. Chairman? 

The Cuamman. I would be glad to have you. 

Mr. Hecutr. That assumption I think is wholly fallacious. In the 
first place, a great many magazines will go out of business and there- 
fore the volume of second-class mail will decrease from those maga- 
zines that go out of business. And also those publishers will not be 
paying a Federal income tax and will not be giving employment to 
the printers, engravers, and editorial writers that will be thrown out 
of business. 

Second, and this is vitally important, the magazines that pay the 
greatest antount of postage, that is, magazines with a lot of advertis- 
ing, because postal revenues are largely derived from the high rates 
of postage on the advertising portion of the magazines, those are the 
magazines that have big newsstand sales and will divert copies now 
being distributed by second-class :nail to other methods of distribu- 
tion, by truck, express, freight. They are already experimenting with 
it, and that apphes not only to distributing newsstand copies. Rela- 
tively few already go by second-class mail, but they are already ex- 
perimenting with ways of delivering subscription copies in big cities 
without the mail, because it is cheaper to do it otherwise. 

I have serious doubts whether the total amount of money that the 
Post Office Department takes in from second-class mail will increase 
at all, even if the rates are increased 100 percent, because of the volume 
of second-class mail that will be distributed through other sources, 
and the magazines that are put out of business. 

The Cuarrman. Are there any other questions? If not, thank you 
very much. 

Mr. Hecut. Thank you. 

The Cuarrman. Mr. Lebhar. 


STATEMENT OF GODFREY M. LEBHAR, LEGISLATIVE COMMITTEE, 
ASSOCIATED BUSINESS PUBLICATIONS 


Mr. Lesnar. Mr. Chairman, my name is Godfrey M. Lebhar. Ihave 
been a publisher of business papers for nearly 40 years. I appear 
before this committee as a member of the legislative committee of 
Associated Business Publications. This association is comprised of 
over 100 magazines generally classified as technical, scientific, engi- 
neering, trade, and professional publications, entered as second-class 
matter. There are approximately 1,000 of these publications issued 
throughout the United States, covering every phase of business, in- 
dustry, and the professions. 

The distinguishing characteristic of business papers is that each is 
devoted to a particular branch of industry, trade, profession, or 
science. Because of their specialized content, they appeal necessarily 
toa limited group. The average circulation is less than 20,000 copies 
per issue. Approximately 75 percent of all business papers are 
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monthly publications. Their profits are likewise very small; in fact, 
many of them have profits of less than $10,000 a year. Although they 
represent only a very small fraction of all pieces of second-class matter, 
they render an outstanding service in their respective fields. Their 
pr incipal function is to disseminate up-to-date technical and business 
information relating to new designs, materials, processes, techniques, 
methods, et cetera. By thus spreading the know-how of business, 
industry, and the professions, they contribute immensely toward in- 
creased production, improved efficiency, and lower costs, thereby aiding 
materially in raising the standards of living of the people. Time has 
proven that such services are indispensable to the development and 
successful operation of the American industrial system, which is by 
far the greatest in the world. 

The record of these publications in World War ITI is well known. 
Mr. Charles E. Wilson, Director of Defense Mobilization, had this to 
say recently about their services: 

During the war days if it had not been for the help of the business press, I 
don’t know what we would have done. The business press created miracles of 
production during the war years by their efforts. I will ever be grateful for the 
business press. 

Today, as in World War IT, these publications are proving to be an 
important factor in aiding Government and industry in forwarding 
the program of general mobilization. They are playing their part 
in speeding up produce tion of materials for defense. They are render- 
ing valuable assistance in conserv ing vital materials and in reducing 
defense-production costs. They are conveying and interpreting the 
Government’s whole mobilization program to business and industry, 
thus contributing toward a better underst: nding and cooperation. 

These publications are generally used by all industry, large and 
small. However, they are especially important to the small company 
in the sense that they serve as the equivalent of a research depart- 
ment for such organizations which cannot afford the expensive research 
departments of the larger companies. 

Reverting to S. 1046, we submit that the proposed increase of 106 
percent in our rates is inequitable and wholly unjustified by the facts. 

In the first place, it should be noted that we already pay a fairly 
high rate of postage, averaging around 4 cents per copy and running 
as high as 9 cents. By contrast, the average per piece rate for all types 
of second-class matter is less than six-tenths of a cent, or one-sixth 
of our per piece rate. If there is any subsidy involved in the delivery 
of our publications, it is relatively small. 

This low average per piece 1 rate for all ty pes of publications entered 
as second-class matter is responsible for a sizable part of the so-called 
deficit attributed to second-class by the Postmaster General. Another 
large factor is the type of service rendered by the postal system to 
rural areas and smaller communities. It is well-known that only a 
relatively few post offices, located in the larger cities, show a profit. 
But we do not argue against a continuation of these low revenue serv- 
ices to our rural and smaller communities, even though only a frac- 
tion of the cost is recovered. They are essential services for the gen- 
eral welfare and should be continued. 

We do submit, however, that those users who pay a large share or 
all of their cost of delivery should not be charged with the losses re- 
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sulting largely from the rendition of services for the general welfare. 
The cost of rendering such services should, under proper accounting 
practices, be isolated and paid for out of general funds the same as in 
the case of other governmental services. 

The adoption of the proposals in 8. 1046 would have the effect of 
materially reducing and in some instances eliminating the profits of 
these publications; with costs and taxes continuing to rise, it is likely 
that many of them would have great difficulty in surviving. 

Unfortunately, these small circulation and highly specialized pub- 
lications must rely entirely upon the mails for delivery, and, besides, 
they cannot reduce postal costs by having additional entry points, in 
line with the practice followed by many large circulation publications, 
They have no other means of distribution nor are they sold on 
newsstands, 

The present is no time to force upon these publications charges 
which they cannot meet without considerable hardship and without 
impairing their essential services. ‘The services of these publications 
in the specialized industries which they cover are needed now more 
than ever before. The demands upon our manufacturing industries 
for accelerated production for defense at as low a cost as possible are 
such that technical know-how information is absolutely essential. 
These publications are the generally recognized medium for this type 
of information. They are also pioneers in problems relating to the 
conservation of critical materials. Any impairment in their serv- 
ices, Which might necessarily come about through higher postage costs, 
would entail a serious loss to the American people, possibly exceed- 
ing many times over the cost of mailing these publications. This 
statement is amply borne out. by the fact that the National Produc- 
tion Authority has recently announced a new magazine which will 
report progress made and explain Government orders issued under 
the mobilization program. The annual cost of this publication has 
been estimated in published reports at as high as $500,000. Incident- 
ally, an editor of one of our member publications has been loaned to 
the National Production Authority as the technical adviser on this 
project. 

Our publications have been traditionally performing similar func- 
tions in the many specialized fields they serve. The point to bear in 
mind is that if by reason of higher postal rates many of these pub- 
lications are put out of business, then the Government may find it 
necessary to take over their functions, and the cost. will run many. 
times over the amount of postage increase involved in the bill before 
this committee. 

This association has appeared before this committee on a number 
of occasions on postal bills and has consistently taken the position 
that some increase in rates is justified. But the rate increase of 100 
percent proposed in the bill is economically unsound and its adoption 
would result in great harm to the publishing industry. Besides, at 
a time when publishers are attempting to forward the Government 
program of holding the price line, it seems to us that it would be 
a very bad example for the Government to insist on a 100-percent 
increase in rates. No publisher has ever been called upon by any 
supplier to pay any such increase, because suppliers are sufficiently 
acquainted with the economics of the publishing business to realize 
the impossibility of effecting any such increase. The post office as a 
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great public monopoly should be the last to insist upon abnormal 
increases. 

We cannot increase our advertising rates at a time when advertis- 
ing in many of our publications is still on the decline, and our sub- 
scription rates are frozen for as much as 5 years. We suggest that 
the increase be limited to 30 percent and that it be spread over 2 or 
5 years. This would give these publications some chance to absorb 
the increase and at the same time continue unimpaired their essential 
services to American industry. 

The significant fact about business papers is that because of their 
relative infrequency of issue, they tend to be bulky. The result is 
that the postage we pay per piece is relative high. It averages 4 
cents per copy ‘and runs as high as 9 cents per copy in some instances. 
That compares with an average for second-class publications generally 
of considerably less than 1 cent per piece. The fact is that our pub- 
lications, because of their bulk, pay approximately six times as much 
per piece for postage as other second-class publications, even though 
we all pay the same rate per pound. 

Now, we submit, it must cost the post office more to deliver six copies 
of one publication than one copy of another, even though the aggregate 
weight of the six copies is the same as the weight of the single copy. 
In other words, weight is only one factor in post-office costs, and yet 
it is the only factor now used to determine what my postage bill shall 
be compared with that of another publisher. Obviously it would be 
more equitable to take into consideration the number of pieces per 
pound as well as the poundage itself. This could be done by adopting 
a dual formula, supplementing the present pound-rate basis, at what- 
ever level the Congress may decide is proper, with a minimum rate 
per piece, the publisher to pay either the pound rate or the piece 
rate, whichever is higher. 

This principle is indeed recognized in the proposed bill, which 
would establish a mimimum of one-eighth cent per piece. We do not 
know how that figure was arrived at, and that is one of the things, 
perhaps, that this joint committee on investigation might uncover, 
but we don’t think it is high enough. We doubt whether it would even 
scratch the surface of the problem. On the other hand, an adequate 
minimum rate per piece, say one-half cent, together with a 30-percent 
increase in the present per-pound rates, we believe, might produce 
more revenue than would be possible under the proposed bill. The 
minimum rate per piece would increase the revenue derived from 
those second-class publications which, because of their relative light 
weight, now pay a very small part of the cost of handling, as con- 
trasted to heavier publications which are already paying close to the 
total cost of handling. 

Our second point is that the proposed 100-percent increase is too 
drastic. It would place an unfair burden on all our publications, but 
it would prove disastrous to the majority of them, which are typically 
small enterprises. No supplier of paper, printing, engraving, or other 
services would demand any such increase because they would appre- 
ciate that few of their customers could stand it. 

The fact is that many business papers have annual profits averaging 
less than $10,000 a year. Their present postage bill is a relatively 
large item, amounting in many cases to more than half their profits. 
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To double the postage bill would be to wipe out most of the profit 
and put many a small publication “in the red.” Eventually it would 
mean the collapse of many a business paper, with eonsequent loss to 
the subscribers, many of whom are also small-business men for whom 
the business paper serves the same purpose as the research departments 
conducted by their bigger competitors. 

The fact is that business papers are indispensable to the efficiency 
of our industries and trades. Mr. Charles E. Wilson, Director of 
Defense Mobilization, recognized it recently when he said: 

During the war days, if it had not been for the help of the business press, 
I don’t know what we would have done. The business press created miracles 
or production during the war years by their efforts. I will ever be grateful for 
the business press. 

Why jeopardize the existence of the business press by such a drastic 
increase in an important item of their costs as this bill would involve? 

We submit (1) that whatever increase may be imposed should be 
staggered over 2 or 3 years, as is indeed proposed in the present bill; 
and « 2) that the total increase should not exceed 30 percent above the 
present rates. That, we believe, is the maximum many of our publi- 
cations could stand. 

We realize that the additional revenue thus produced would not be 
enough to wipe out the deficit which now exists, whatever may be the 
cause of it. But why, we ask should the Post Office Department be 
singled out as the one governmental department to be self-supporting? 
We don’t require the Department of Agriculture to be self-supporting, 
or the Department of Commerce, or the Department of the Interior, 
or, indeed, any of the other departments. On the contrary, we recog- 
nize that since we all share the benefits of the work of these Depart- 
ments, we should share their cost, and so we support them out of the 
Public Treasury. And yet what is there about any of these services 
which does not apply with equal force to the postal service—a service 
which contributes as much as any of them to the Nation’s progress 
and prosperity ? 

We submit, in conclusion, that if the present postal revenue, plus 
such reasonable increases as may be decided upon, is not enough to 
pay the cost of an adequate and efficient postal service, the deficit— 
representing as it does less than 1 percent of the total public revenue— 
should be regarded as a small price to pay for a service so indis- 
pensable to the national welfare. 

I thank you. 

The Cuarrman. Are there any questions? 

Senator Dirksen. What do you deem a small price to pay for this 
service ¢ 

Mr. Lesnar. Around $300,000,000. 

Senator Dirxsen. It is in excess of $500,000,000 at the present 
time. 

Mr. Lesnar. Senator, it is not really in excess of $500,000,000. 
After all, that sum includes franking privileges and many other 
services which no one admits are legitimate and necessary to be i in- 
cluded in the deficit. As far as the real deficit is concerned, it is 
around $300,000,000, although we do not know whether the cost ascer- 
tainment basis is sound or not. 

The Cuarman. The Post Office, I believe, estimates it would be 
$361,000,000, after deducting the services for which there is no rev- 
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Senator Burter. The net deficit is $321,000,000, isn’t it? 

Mr. Larimer. $361,000,000. 

Senator Dirxsen. Mr. Chairman, I just want to satisfy myself 
on the viewpoint that has been expressed here. Is it the contention of 
the witness that since this involves some diffusion of culture and busi- 
ness knowledge, that that segment of the business press should, there- 
fore, be entitled toa subsidy? Isn’t that what you are contending for 

Mr. Lesnar. No, sir. We believe whatever element of subsidy there 
is in this postal deficit is a subsidy that goes to the population in gen- 
eral. The people that get the benefit of these publications are not 
necessarily the publishers. 

Senator Dirksen. Of course the publishers are in business for 
private profit. I am just wondering, in expanding out logically the 
theme that you just advanced here, “whether that should be the basis 
for that kind of a subsidy in the interest of diffusion of general knowl]- 
edge. If you are dealing with a nonprofit organization, that is an- 
other thing. 

Mr. Lesnar. We do not apologize for making a profit. I think 
that is in the interest of the economy of the country. One of the 
previous witnesses said there should be no distinction between non- 
profit publications and _ profit publications, so far as this particular 
question is concerned. If that type of service serves a useful purpose, 
the fact it makes no profit is commendable, but certainly we ought to 
be allowed to make it. ‘There should not be a generalization. 

Senator Dirxsen. I fancy if we tried to put every governmental 
service on that basis we would have a permanent unbalance ed budget. 

The Crarrman. I think what we are trying to do here is follow 
the pattern, more or less, that has been set up in previous years, where 
we have tried to balance the budget here after de due ting a lot of these 
things that are charged up to the Post Office. 

\s far as increasing the rates, I think it is almost imperative that 
the rates be increased somewhat to meet the advance in cost of doing 
that service that has been done in the past and we hope to do in the 
future with the same degree of efliciency. We are going to have to 
have the money from somewhere to give the same degree of efficiency, 
even with no improvement, and we certainly hope we will have im- 
provement in the Post Oflice like we have in other departments. That 
is What we are facing. 

Mr. Lesnar. Of course one of the troubles with the Post Office De- . 
partment is that in certain phases of the service, parcel post, an 
things of that kind, it is deliberately competing with private enter- 
prise, which could do it better, more efficiently at less cost, and yet they 

ire taking up the slack on that which they are taking away from ma 
vate business, which could do it much better. 

Senator Burrter. And also other departments of the Government 
are sending out millions of magazines at the total expense of the tax- 
payers. 

The CratrmMan. Not only the cost. of sending it i the mails, 
but getting up the information, printing it and handling it, and all the 
other costs 

Senator Burier. That is right, not only the cost of mailing but 
gathering the information and everything else. 

~ Mr. Lesnar. Mr. Chairman, may I make myself clear. I was not 
suggesting that the service of the Post Office Department should be 
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free to all, the same as the Department of Agriculture and the other 
departments to which I referred. I say if after paying a reasonable 
cost, according to the pattern which has been followed, there does re- 
main a relatively small deficit, that is not anything we should grieve 
about too much, since the service is so important and everybody shares 
in it. In other words, the taxpayer gets back something for the taxes 
he pays to the Post Office, to the extent it is not paid for by the users 
of the postal service. 

The CHatrMan. What Senator Butler said is true. Where we are 
in competition with private industry we have to keep in line some- 
what with the prices charged by private industry. If we do not, we 
put that private industry entirely out of business. 

Mr. Latrwer. Mr. Chairman, for the record, may I answer the ques- 
tion that the witness propounded earlier in his testimony with refer- 
ence to the one-eighth-cent minimum in second-class. That was ar- 
rived at by the Post Office Department simply requiring that regard- 
less of how small a piece is, since the rate is on a pound basis, that 
there would be something derived from it. For instance, there are 
pieces of mail that go through second class that are considerably less 
than 2 ounces. You can readily see this one-eighth cent would render 
those pieces at a very fraction of a cent, not as high as one-eighth, so 
it was somewhat of an abritrary figure to set up a minimum, so when 
the letter carrier walks to a house with one piece of mail at least there 
will be a charge of one-eighth of a cent as a minimum. 

There might be one exception stated to that, and that is the one ex- 
ception in second class, where a piece of second-class mail would be 
delivered without any revenue whatever, and that is the free in 
county newspaper. It is interesting to note that the newspapers that 
have spoken on this at all have spoken in opposition to the free in 
county, which is not to imply that all newspapers are opposed to the 
free in county. 

Mr. Lesnar. I might say I suppose the committee is familiar with 
that principle. That principle is recognized with regard to third- 
class postage where you have a minimum of 1 per¢ent per piece in the 
same bill. 

The CHaimrman. Are there any other questions? 

Senator Durr. Is there any testimony anywhere, or any statement 
by the Post Office Department as to what the cost is as compared with 
what they receive on the basis of the present rates and, if so, what is it ? 

Mr. Latimer. The statement, Senator Duff, is this—and these are 
approximate figures, depending on volume—the approximate cost, 
according to the cost ascertainment system, to the Post Office Depart- 
ment of handling second class today is $240 million annually. Their 
approximate revenue is $40 million, or actually $41 million. So the 
diference, call it what you please, the difference between the cost. of 
handling second class and the revenue derived from second class 
again according to the Post Office Department cost-ascertainment 
method, is $200 million annually. Does that answer your question ? 

Senator Durr. That is it exactly. 

The Cuatrman. The second class is more out of line then than any 
other of the other classes. 

Mr. Larimer. It is the heaviest contributor to the deficit. 

Senator Durr. That is what I was trying to develop. It is out of 
this category that your heaviest deficit occurs. 
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Mr. Latrmer. On the percentage basis, because the volume of second 
class is less, we will say, than some of the other classes. 

Senator Durr. You have answered my question. 

Senator Buriter. Would it be possible to have in this record an 
accurate description of all pieces of mail falling within second class? 

The CrarrMan. Yes. 

Senator Butter. Because I don’t know what they are. 

Mr. Latimer. I think Mr. Bouton could answer the question at this 
time. 

Mr. Bovron. I could just state generally there are three acts of Con- 
gress which provide for this second-class privilege, the 1879 act, the 
1900 act, and the 1912 act. 

The CrHarmman. Would you mind getting those acts and putting 
them in the record at this point? 

Senator Burier. Either that, or a summary of what they contem- 
late. 1 would like to know what second-class mail is. 

Mr. Bovron. There are 25,000 publications throughout the coun- 
try entered on that class of mail. Of course, it does constitute a big 
volume of mail, over 2 billion pounds annually. 

The CHatrMan. Since you raised the question, I think it would be 
good for the information of the Senate for someone to break down in 
general terms what is in second class, what is in third class, what is in 
first class, and what is in fourth class. 

Senator Burier. I would like to know more in detail exactly what 
each class contains, because it may be necessary, during these hear- 
ings, in order to get at some equitable solution of this problem, to 
reclassify the mail. 

The Crarmman. We may want to take some of it from third class 
and put it in second class, or from fourth class and put it in third 
class. 

(The information requested is as follows :) 

First class (limit 70 pounds): Letters and written and sealed matter. Postal 
cards and post cards. 

Second class (no limit of weight) : Newspapers, magazines, and other periodi 
cal publications which have been admitted to the second class of mail matter 
under the provisions of 39 U. S. C. 224, 227, 229, and 230. There are at present 
25,000 publications admitted to this class of mail. 

Third class (limit 8 ounces): Cireuwlars and other miscellaneous printed 
matter, also merchandise. Books (including catalogs), seeds, cuttings, bulbs, 
roots, Scions, and plants, 

Fourth class (over 8 ounces): Limit of weight, 70 pounds. Merchandise, 
books, printed matter, and all other mailable matter not in first or second class. 


The Cuatrrman. Mr. Bogin. 


STATEMENT OF BENJAMIN BOGIN, VICE PRESIDENT, THE CONDE 
NAST PUBLICATIONS, INC., GREENWICH, CONN. 


Mr. Bocry. I am Benjamin Bogin, vice president of the Conde 
Nast Publications, Inc. 


STATEMENT OF THE CONDE NAST PUBLICATIONS, INC, 


_ This statement is submitted by the Conde Nast Publications, Tne., 
in connection with the consideration of the proposed bill S. 1046 and 
more particularly in connection with those sections of the bill es- 
tablishing a new schedule of rates for second-class mail. 
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The Conde Nast Publications, Inc., is a publishing eerporation 
employing 2,250 people in its offices and manufacturing facilities 
located principally in the States of New York and Connecticut. 
Among its activities this company publishes three nationally dis- 
tributed magazines—Vogue, House and Garden, and Glamour. Dur- 
ing 1950, 7,583,500 subscription copies of these magazines were dis- 
tributed as second-class matter through the Post Office facilities and 
the postage paid was in excess of $380,000. The proposed rate in- 
creases of 50 percent the first year, 75 percent the second year, and 
100 percent the third year would, therefore, increase the distribution 
costs of this company by $190,000, $265,000, and $380,000 per annum, 
respectively. 

REASONS FOR THE POST OFFICE DEFICIT 


The need for higher postal rates is based on the size of the deficit 
resulting from Post Office operations. Probably most of the activities 
of the Postal Department contribute to this deficit in some degree. 
Certainly such factors as air mail subsidies, rural delivery—an essen- 
tial service to the people, which cannot possibly be self-supporting— 
and franked mail, are responsible for a very material portion of the 
total deficit. A major deficiency in the consideration of this whole 
problem to date has been the lack of any acceptable accounting 
figures which would isolate the factors principally responsible for 
the deficit and thus afford a sound factual basis upon which reliable 
and reasonable corrective action could be taken. 

While a rate increase is the most obvious method to reduce a 
deficit, the same result can be obtained by a reduction in costs. Many 
commissions have made suggestions which would greatly reduce the 
current operating costs. Surely the possibilities of reduction latent 
in the large expenditures of the Postal Department are so promising 
as to warrant thorough investigation and logically should procede 
any new rate determination. 

I would like to say, after listening to this testimony and the testi- 
mony in previous sessions, I do not envy you gentlemen at all. 
We yell our heads off on how to balance the budget and, on the other 
hand, we try to show you how not to do it. It is like General Hershey 
said, that he wants to build up an Army of 3,500,000 men and he 
does not want to draft any mother’s son. 

a The CHarrman. So your answer to the question is to tax everybody 
ut you. 

Mr. Boern. No, no, I don’t want to say that. But, in effect, after 
listening to this for years, I am afraid that is what it boils down to, 
“Don’t touch me, touch the other fellow.” 

Senator Durr. We haven’t had anyone in here who has had any 
different opinion than what you just said. 

Mr. Boetn. Mr. Chairman, the point I would like to make in de- 
fense of magazines like ours, that carry a great deal of advertising, 
is that we are not subsidized by the Post Office, that we at least pay 
our way, and possibly more than pay our way, and I will prove that 
by figures a little later on, and cask I am going to suggest what I 


think is a reasonable absorbable increase to the publishers in general. 
I want to commend Mrs. Walker for the forthright way in which 
she said, “We want to pay our way.” We do pay our paper bills, 
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printing bills, labor bills, and so forth, and we are decent citizens of the 
community and we want to continue to be decent citizens of the com- 
munity.” We do not want a subsidy. But before I come to that, I 
was very happy'to hear Mr. Latimer say that the Postmaster General 
no longer considers that the entire deficit of the Post Office would be 
balanced by increasing the rates. I think we all recognize that the 
Post Office Department is primarily a Government service and not a 
business. If the Post Office Department is to perform its basic serv- 
ices to the people of the country, it must be recognized that some of 
its operations cannot be self-supporting. 

I would like to refer to one point, the fact that 39,000 out of a total 
of 41,000 post offices in the Nation operate at a deficit. Under any 
reasonable rate structure it is fair to assume that most of these offices, 
particularly those located in rural areas, would continue to lose money 
fecatasl of the low volume handled and high unit distribution costs. 
On a strictly business basis such losing offices would be closed, and yet 
no one would seriously recommend such action. 

Also with respect to the deficit arising from second-class mail, the 
low rates charged to the county newspapers, nonprofit publications, 
scientific, fraternal, and so forth, that must be taken into considera- 
tion. 

The Cuatrman. Along that line, let us keep the record straight. 
These third- and fourth-class post offices, rural routes, things of that 
nature, although they do not have any revenue, but they are part of 
the whole system, they are interlinked with the Post Office Depart 
ment. They make deliveries of mail that starts back at some other 
post office. 

Senator Durr. They are just as much a part of it as if they are 
joined to it. 

The Cuammay. It is interlocking. Of course they are delivering 
the mail that was deposited somewhere else. They may not originate 
enough to pay their way, but they are a part of the great postal system 
of America. Although they do not have enough revenue to pay their 
way, we could not abolish them or do without them. 

Senator Durr. They are part of the entire system. 

The Cuarrman. They are part of the entire system; that is right. 

Mr. Boern. Even if we give them credit for the postage of material 
brought to them, they could not possibly pay their way because of the 
fact that they are so far-flung. I am talking more of the areas in the 
western part of the country. 

Senator Durr. As a matter of fact, you take a large post office in 
New York, a very considerable part of the mail that is put in there 
goes to the small places that are scattered everywhere, and therefore 
the small post offices are just as much a part of the whole system as a 
big originating point. 

Mr. Boatn. That is right. Anyhow, there is a traditional and his- 
toric reason for doing a great many of the things we are doing. We 
do not quarrel with that. We think it is part of our social system, 
and it is important, just as the other services are. 

The point I want to make is that the magazines of the Conde Nast 
Publications and publications of our nature that carry a substantial 
amount of advertising are not being subsidized. I will just give you 
briefly a few figures. 
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In 1949 we paid $380,000 to the Post Office Department for carry- 
ing 7,600,000 copies of our magazines, and that came to an average of 
4.93 cents per copy throughout the entire country; in other words, 
possibly 2 or 21% cents in the first zone and possibly 10 or 12 cents a 
copy in the eighth zone, out to Seattle or San Francisco, or thereabouts. 
But the average for the entire year for each copy was 4.93 cents. On 
the basis of the Postmaster General’s own figures, the handling and 
transporting of second-class mail averaged 3.31 cents per piece, and 
that, incidentally, compares with the 0.6 cent a copy received from all 
units of second-class mail. 

The Cuamman. Are they all as heavy as this Vogue magazine ? 

Mr. Boarn. No; we are a good deal heavier than some of the others. 
As I say, we come nearer to at least paying our way, or more than pay- 
ing our way, than any other group—that is, those with a large amount 
of advertising—because of the progressive rates of postage applied to 
the zone areas, the magazines with substantial advertising. Even if 
we were to double that, as has been recommended in this present. bill, 
it would bring the rate up to 9.86 average copy against 3.31. They 
may now be a good deal higher, and they are undoubtedly a good 
deal higher, because of justifiable wage increases forthcoming to the 
Post Office Department employees. In any event, it would still com- 
pel us to pay a good deal more for the same service than those who do 
not carry advertising have to pay. We think it would be simply shift- 
ing a part of the burden of rate making to the more successful pub- 
lisher from the publisher whom we recognize we have to help support, 
or subsidize, whatever it is. but again the point I am trying to make 
is, it is not the Post Office Department or the taxpayers that subsidizes 
the magazines of a Nation but it is the advertiser who subsidizes the 
subscriber, because if it were not for the profit from advertising we 
would lose money on every copy we sell, and it is only because of that 
that we are able to maintain the rate at a reasonably low level. 

Senator Durr. I don’t think it is proper to say that the advertiser 
subsidizes it, because if they would not be making money out of it they 
would quit mighty quick wouldn't they / 

Mr. Boctn. Well, yes; but the publisher is simply the mechanics 
through which the advertiser gets his product before the public. 

Senator Durr. The only reason he is doing it is because he is mak- 
ing money at it. 

Mr. Boarnx. That is right. 

Senator Durr. I want him to make money. 

Mr. Boery. I know your position in that respect, Senator, so I am 
not quarreling with you about it. But there is some question as to 
the importance of advertising in our economy, in our social life, 
in our social system, and I think it must not be minimized. 

Senator Durr. Doesn’t it come down, in the final analysis, to this 
question, in view of the continuing deficits, as to whether or not there 
is going to be a general policy, as a matter of public information and 
education, of the Government. paying part of your over-all cost? Isn’t 
that what you are arguing? I am not saying it is not proper, I am 
not passing on that, I am merely asking you the question for the pur- 
pose of defining the issue. 

Mr. Boern. I will put it this way: Arguing from our own position, 
that the Government is not subsidizing us in the carrying of our 
copies through the mail, I say where is the equity if we are increased 
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100 percent the same as someone who is not paying a fraction of what 
we are paying? 

Senator Durr. I want to say to you I think there are clearly discrim- 
inatory increases in this picture here, as I understand it, but over and 
above that, and eliminating for the moment the question of diserimina- 
tion in the increase, isn’t the argument you are all making to the effect 
that if part of the post office service is public service, ‘then that, as 
such, ought to be paid by the Government and the rest of it paid by 
the people for whom the various services are performed ? 

Mr. Bocry. If you mean that the Government would subsidize the 
people, I will agree with you, because, in the final analysis it is the 
people who pay “for the cost of the Government; the Government is 
simply the disbursing agent for the people. 

Senator Durr. I think that is something that has to be determined 
here in the final analysis. 

The CuHarrman. That is the big question. 

Mr. Boer. I think the Post Office Department is one governmental 
service that does reach every single individual in the United States. 


RATES DISCRIMINATE AGAINST SUCCESSFUL MAGAZINES 


We are confident you will find that the losses incurred by the post 
office arise not from the handling and transportation of the large na- 
tional magazines which carry substantial volumes of advertising mat- 
ter but from its work in connection with the thousands of small maga- 
zines containing little or no advertising which are distributed through- 
out the country at the rate of 114 cents per pound. 


It is clear that, under the present rates, some magazines—such as 
those published by our company—are paying their way, while many 
other are not. Discrimination arises when no recognition is given 
to this fact and all users of second-class-mail privileges are treated 
as though they all are equally responsible for the deficit. The net 
effect of a general increase in second-class rates is not to make each 
publisher pay his own way but to shift the burden of subsidy from 
the Government to a relatively small portion of the publishing in- 
dustry, and henceforth a few publishers would be paying a large pro- 
portion of the postage of many others. For ex: sealer the proposed i in- 
crease in rates would cost this company from $190,000 to $380,000 
annually in additional postage, most of which would be a profit over 
and above the actual handling costs of the post office applicable to 
our magazines. We strongly urge that this would be unsound and 
unjust and discriminates against a small part of the industry. 

Even at the proposed postal rates, there will be many publications 
with small advertising: volumes or those published by fraternal, re- 
ligious, edueational, scientific, labor, and farm organizations whose 
postage does not cover actual costs of handling. 

There is a strong public policy underlying such exemptions or sub- 
sidization since it is in the public interest to encourage the dissemina- 
tion of various types of information. With this we have no quarrel. 
We do suggest, however, that the costs atributable to this portion of 
the volume handled must necessarily be excluded from any considera- 
tion of the deficit from second-class mail, just as the cost of franked 
mail and air-mail subsidies should be deducted when considering the 
pose-office deficit as a whole. If public policy justifies the Govern- 
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ment’s suport of such publications through a subsidy in mailing costs, 
then these costs must be treated as a jutifiable Government. expense 
and excluded from any analysis of proposed correction of the secend- 
class-mail deficit. 


RETROACTIVE EFFECT OF INCREASED POSTAL RATES 


Another important consideration in establishing new postal rates is 
that magazine publishers always sell their subscriptions in advance 
and at all times have on hand a large volume of unfulfilled subserip- 
tions contracted for. In the case of this company, this backlog varies 
between 8,000,000 and 10,000,000 copies. Since these copies have al- 
ready been paid for, any increase in postage rates must be borne by the 
publisher and cannot be shared with subscribers. The proposed in- 
crease would, therefore, affect the cost of fulfilling subscriptions sold 
over the past year or two at prices reflecting the then current postage 
rates. It will cost this company a minimum of $200,000 of additional 
postage to fulfill this previously solicited business. 


ECONOMIC CONDITIONS 


Our profits and those of many publishers have been on a downward 
trend for several years. Any attempt by the publishers to pass on to 
subscribers the increase in postal rates might tend to reduce circula- 
tions and profits still further. Reduced circulation is bound to affect 
the sale of consumer goods, since that is stimulated to a large degree 
by magazine advertising. This in turn will affect the economy even 
more adversely. 

The proposed postal rates would eventually increase this company’s 
mailing costs by $380,000 per annum. As to our ability to absorb such 
higher costs, I would like to point out the adverse trend in our earn- 
ings for the past 5 years: 


Profit before Federal Profit after 


taxes taxes taxes 
Bi UM tinicvcu cancecdscube by cdoledbalbehcckuacewbadiidaustive’ $5, 981, 000 $2, 465, 000 $3, 516, 000 
itch opitlaniamnintanah on oaiiniinseneiddieipeedibnanaaiitiets semen 4, 005. 000 1, 400, 000 2, 605, 000 
Saad ticankun a coving apemeeemy patina inpdeestaaiie aan amanda iaaadeliae 3, 005, 000 1, 198, 000 1, 807, 000 
Be ce chn nck div ccnomnndougdhonkubddahtnaek habentadiabwhbbens 2, 545, 000 985, 000 1, 560, 000 
ili Divan nt a0 sishiala chap ane tenn tbiaiae dina ail aena a 2, 217, 000 870, 000 1, 347, 000 





The profit of this company since 1946 has declined 62 percent. 


RECOMMENDATIONS FOR INCREASE OF SECOND-CLASS POSTAL RATES 


Although we believe that the factors in our own case indicate that no 
increase in postal rates is justified, we recognize that not all users 
of second-class mail can make a similar claim, and that it is impos- 
sible for Congress to legislate postal rates which do not have general 
applicability. It is apparent, therefore, that some upward adjust- 
ment of postal rates is inevitable. We suggest, however, that the 
revenue motive should not be the sole consideration but that the 
economic capacities of the publishing industry, the long-established 

ublic policy of subsidizing the dissemination of information, and the 
act that many publications are already paying sufficient postal rates 
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should all enter into the determination of the justifiable degree of 
increase. 

Giving due consideration, therefore, to the above factors, this com- 
pany respectfully submits the following recommendations: 

1, The maximum rate of increase in postal rates should be 3314 
percent. 

2. In order to give the publisher time to adjust to higher postal 
rates and in order to minimize the retroactive expense with which he 
will be burdened in connection with unfulfilled subscriptions, any new 
rate increase should be installed through progressive increments over 
a period of not less than 3 years. We suggest a 10 percent increase 
for each of the next 3 years. 

3. Continuing investigations should be made into the real causes 
for the present postal deficit and the proportions which each of such 
causes has contributed to the total. Proper evaluation should be given 
these factors in considering the size of the postal deficit. 

4. The many commissions appointed to study the problem have 
made recommendations for economy and improved efficiency in the 
operations of the Post Office Department. These recommendations, 
estimated to produce savings of about $150,000,000 annually should be 
implemented as expeditiously as possible. 

I would like to touch again on the matter of profits. I would like 
to point out to this committee that the profits of the publishers in 
general, and the magazine publishers in particular, is not as fantastic 
or as tremendous as some people have been led to believe. There are 
a few successful publishers, a few publishers who make a fairly sub- 
stantial amount of profit, but in relation to the amount of business 
they carry on, all lls throughout the United States, according 
to the figures just published by the National City Bank, had about 
514-percent profit, after taxes. That compares with a profit after 
taxes of 8 percent for all industries. 

Publishing is a high-risk industry. Each issue has to be created 
anew. It isnot like the motor, or steel, or washing machine, or gadgets 
manufacturing industry that make millions and millions of them, but 
in every issue we have to create something new for the public, and 
in view of the risk involved, I don’t think 5 or 514 percent return can 
be considered a very high return. Incidentally, ours in the year 1950 
was a little over 6 percent, and we are considered one of the successful 
publishers in the magazine industry. 

Anyhow, in spite of the statements I have made about our own posi- 
tion, I think it would be unfair to burden us with an additional rate, 
with a rate increase—I refer to the rate increase of 100 percent, which 
would be too drastic for us, and which would be too drastic for the 
entire industry. But in spite of that, and in view of the Postmaster 
General’s own statement to the effect that the cost of handling the 
mail per piece, second-class mail, has gone up about 28 percent—I be- 
lieve I read that in some of his testimony before—I would recommend 
an over-all increase of about 3314 percent, made up of a 10-percent in- 
crease per year during each of the next 3 years; in other words, 10-10- 
10, which automatically adds up to the 3314 percent. 

The Cuatrman. You have to take into consideration that the man 
today is delivering more pieces than he delivered some years ago. 

Mr. Boern. The unit cost of handling has gone up 28 percent. By 
the way, we are printers as well as publishers. We print, in addition 
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to our own magazines, the New Yorker, Nation’s Business, Farm 
Quarterly, Modern Photographer, and various other magazines. We 
have to pass on to the pilots the gains made by technological im- 
provements. Even though our wages in the last 22 years have gone 
up 100 percent, but because of high-speed equipment—which, inci- 
dentally, I would recommend to the post office, too—we have been able 
to keep the cost down to around 30 or 35 percent. In other things, 
we have to find substitute materials. For example, in paper we do 
not now use the quality of paper we used in 1929. We have debased 
that considerably in order to be able to stay in business and sell maga- 
zines at a price that both the advertiser and subscribers would be able 
to pay. We could easily price ourselves out in that respect, if we 
did not make technological improvements and use substitute processes. 

I have made my two points: One, that the magazines carrying a 
substantial amount of advertising at least pay their way, or come near- 
est to paying their way, or some are more than paying their way, and 
the next point, that the 10-10-10 over the next 3 years I think could 
be absorbed by the publishing industry in general. 

Thank you very much. 

The Cuatrman. Are there any questions? 

If not, thank you for coming before us. 

The Cuatrman. Mr. Osteyee. 


STATEMENT OF HERBERT F. OSTEYEE, BUSINESS DIRECTOR, 
AMERICAN BAPTIST PUBLICATIONS SOCIETY, PHILADELPHIA, 
PA. 


Mr. Osrryer. My name is Herbert F. Osteyee. I am the business 
director of the American Baptist Publications Society. I would like 
to make a brief general statement on behalf of the Protestant Church- 
owned publishing houses, 

This statement is made on behalf of 36 Protestant Church-owned 
publishing houses representing 40,232,149 church members. Typical 
of these publishing houses are the Methodist Publishing House; the 
publication division, Board of Christian Education of the Presby- 
terian Church in the United States of America; and the Sunday School 
Board of Southern Baptist Convention. A complete list is attached 
hereto. 

It should be clear to the committee that all of the 36 church- 
owned publishing houses we represent. are nonprofit institutions. 
Any surplus funds go back into the work of the Chiicsh for the sup- 
port. of missions, Christian education, ministerial pensions and for 
similar purposes. These activities are otherwise supported by bene- 
volence contributions of local church members. 

In 1949 these 36 organizations mailed approximately 54,000,000 
pounds of second-class matter with a postage bill of $810,000 at 114 
cents per pound, 

The fact that religious, educational, scientific and other publishers 
“not organized for profit” were worthy of a separate classification was 
enacted into postal law in 1879 (sec. 5, 18 Stat. 232, as amended; 39 
U.S. C. 283). Contrary to common opinion, this special provision 
of the postal law does not grant us a special rate. We pay the same 
rate per pound (114 cents) as is paid by secular magazine publishers 
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on the reading matter portion. The only advantages we enjoy 
through special classification are that (1) we do not pay parcel post 
zone rates on the advertising portion of our magazines, and (2) we 
do not need to carry annually the published statement of ownership. 
However, the advertising content of our magazines is quite low and 
many of them carry no advertising at all so that, while we very much 
appreciate this consideration, it gives us relatively little financial 
advantage. 

The church-owned publishing houses have made increasingly wide 
use of the second class for distribut ion of Christian teaching materials. 
The tremendous growth of the Sunday school movement in the early 
1900’s brought with it the development of Sunday school lesson teach- 
ing materials almost all of which were designed to be issued periodi- 
eally in order to take advantage of existing postage rates. 

Congressman Burdick, of North Dakota, tells of walking a mile 
and a half at age 16 to borrow a monthly magazine from his nearest 
neighbor. This was the only reading matter available to him. The 
unifying effect of nationally circulated magazines unquestionably has 
played a significant part in our country’s growth. In establishing the 
second class originally it was clearly the intent of the Congress to make 
available to the people of our Nation periodically published maga- 
zines to encourage the dissemination of information and education. 
The purposes of this original below-cost service were significant. 
Likewise the low-cost second-class rates have made possible, on the 
part of the churches, a vital additional service to the cause of reli- 
gious education. 

Inasmuch as the church-owned publishing houses do not operate 
for profit to individual stockholders, the magazines published by them 
are so priced as to be made available to local churches and Sunday 
schools at the lowest possible cost for the widest possible dissemination 
of Christian education and church information. In many instances 
magazines are published at a loss because of their essentiality in the 
church program. 

It is evident that the 100 percent increase by the end of the second 
year in postage costs provided for in S. 1046 would make necessary in- 
creased costs to Sunday schools and churches. There is a definite 
limit beyond which funds are simply not available. The materials 
purchased by Sunday schools and churches are limited by the pen- 
nies, nickels, and dimes placed in the collection plate on Sunday. The 
consequent result would be that churches and Sunday schools would 
be deprived of an adequate supply of essential publications for ef- 
fective Christian teaching—this at a time when there is a greater 
necessity and demand than ever before in our national life for the 
maintenance of public morale through the help and comfort of reli- 
gion in the life of our people. It is today—now—that the influence 
of the church and nie school is so urgently needed for the Chris- 
tian training of our children and youth. 

Magazine publications are the very heart of the Christian instruc- 
tion of Protestant young people. The church schools of the Nation 
perform an incalculable public service in the development of char- 
acter and the moral undergirding of its future citizens. To those 
of us who are personally dedicated to the task of seeing that the proper 
instructional material is placed in these church schools, it would seem 
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pe if by increasing the second class rates on magazines, the 
Yongress thereby seriously retards one of the most vigorous opponents 
to atheistic communism. In fact, it would appear to be the better 
part of Christian statesmanship to offer every encouragement to the 
forces of religion at this time. 

In the light of the foregoing we propose that no increase be made 
in existing rates applicable to our publications. This can be ac- 
complished most readily by adopting the same amendment as was 
inserted in S. 1103, committee print No. 3, September 24, 1949. This 
amendment reads as follows: 


Second-class mail, section 2 (2) (c): The rate of postage on publications main- 
tained by and in the interests of religious, educational, scientific, philanthropic, 
agricultural, labor, or fraternal organizations or associations, not organized for 
profit and none of the net income of which inures to the benefit of any private 
stockholder or individual, shall be 14% cents per pound or fraction thereof 
when mailed for delivery outside the county where published and entered as 
second-class matter, and the publisher of any such publication maintained by 
and in the interests of religious, educational, scientific, philanthropic, agri- 
cultural, labor, or fraternal organization or association, not organized for profit 
and none of the net income of which inures to the benefit of any private stock- 
holder or individual, before being entitled to such rate shall furnish to the 
Postmaster General, at such times and under such conditions as the Postmaster 
General may prescribe, satisfactory evidence that none of the net income of 
such organization or association inures to the benefit of any private stock- 
holder or individual. 

(d) In the case of any publication devoted to agriculture, religion, education, 
science, philanthropy, labor, or fraternal organizations (to which the rates 
prescribed by subsection (c) are not applicable) the rates of postage shall be 
the same as authorized by existing law. 

(The list of Protestant Church-owned publishing houses is as follows :) 


PROTESTANT CHURCH-OWNED PUBLISHING HOUSES 


1. American Lutheran Church (Lutheran Book Concern) (Wartburg Press) 

2, Augustana Evangelical Lutheran Church (Augustana Book Concern) 

3. Baptist General Conference of America (Baptist Conference Press) 

4. Brethren in Christ (FE. V. Publishing House) 

5. Church of God (Gospel Trumpet Co.) (Warner Press) 

3. Church of the Brethren (Brethren Publishing House) 

. Church of the Nazarene (Nazarene Publishing House) (Beacon Hill Press) 

8 Churches of God in North America (Central Publishing House) 

9. Congregational Church (Congregational Publishing Society) (Pilgrim Press) 

10. Disciples of Christ (Christian Board of Publication) (Bethany Press) 

11. Evangelical and Reformed Church (The Board of Christian Education an@d 
Publication) (Christian Education Press) 

12, Evangelical Free Church of America (Evangelical Beacon) 

13. The Evangelical Lutheran Chureh (Augsburg Publishing House) 

14. Evangelical Mission Covenant Church of America (Covenant Book Concern) 

15. The Evangelical United Brethren Church (Otterbein Press) (Evangelical 
Press) 

16. Finnish Evangelical Lutheran Church of America: Suomi Synod (Finnish 
Lutheran Book Concern) 

17. Five Year Meeting of Friends in America (Friends’ Publication Board) 

18. Free Methodist Church (Free Methodist Publising House) (Light and Life 
Press) 

19, The Lutheran Church: Missouri Synod (Cencordia Publishing House) 

20. Lutheran Free Church (Messenger Press) 

21. The Mennonite Church (Mennonite Publishing House) (Herald Press) 

22. The Methodist Church (The Methodist Publishing House) (Abingdon-Cokes- 
bury Press) 

23. National Baptist Convention of America (National Baptist Publishing 
Board) 

24. Northern Baptist Convention (American Baptist Publication Society) (Jud- 
son Press) 
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95, Pilgrim Holiness Church (Pilgrim Publishing House) 

26. Presbyterian Church in the United States of America (Board of Christian 
Education) (‘Fhe Westminster Press) 

27, Presbyterian Church, United States (Southern) (Presbyterian Committee 
of Publication) (John Knox Press) 

28. Reorganized Church of Jesus Christ of Latter Day Saints (Herald Publish- 
ing House) 

29, Seventh-Day Baptist (Recorder Press) 

80. Sunday School Publishing Board, National Baptist Convention, United States 
of America, Inc. 

81. United Evangelical Lutheran Church (Lutheran Publishing House) 

22. United Lutheran Church in America (United Lutheran Publishing House) 
(Muhlenberg Press) 

33. United Presbyterian Church of North America (Board of Christian Educa- 
tion) 

84, Wesleyan Methodist Church of America (Wesleyan Methodist Publishing 
Association) 

85. Sunday School Board, Southern Baptist Convention 

26. General Council, Protestant Episcopal Church 

Mr. Ostrerer. Now that is the general statement which we wish to 
present, and Mr. John Ribble will speak further to our general state- 
ment to the committee. , 
The Cuarrman. Mr. Ripexe. 


STATEMENT OF JOHN RIBBLE, BOARD OF CHRISTIAN EDUCATION, 
PRESBYTERIAN CHURCH IN THE UNITED STATES OF AMERICA 


Mr. Rieste. Mr. Chairman and members of the committee, I have 
no prepared statement, for which I think you are grateful, but I do 
want to emphasize three or four points, but before I do that even, 
I want to say I have had a number of contacts over a period of years 
with a lot of different departments of the Government, and I want 
to say to you, as members of the Post Office Committee, that we re- 
ceived better cooperation, more helpful understanding, more intelli- 
gent service from the Post Office Department than any other branch 
of the Government that I have had any contacts with. One of the 
men sitting behind you, Mr. Chairman, Mr. Bouton, has been one 
of the most helpful. I would like to say that for the record. 

First, I want to reemphasize the fact that Mr. Osteyee called atten- 
Gas to, and that is that we do not, under present legislation, as 

‘eligious magazines, enjoy a special rate, and the only advantage we 
hea is in the fact—the only substantial advantage, and that is not 
too substantial—is in the fact we do not pay parcel-post rates on the 
advertising content, 

I have here for you to see some of the magazines that are pub- 
ished by our Presbyterian denomination. These are all teaching 

\agazines, used in Sunday-school work. If you notice, on the point 
of { advertising, you will see only the back cover, and perhaps one 
other page, is devoted to advertising, and that comprises only our 
_— services. ‘That practice is fairly general among the magazines 
and the periodicals published by the denominational publishers. 

Secondly, I want to call your attention to the fact that these maga 
vines that we are publishing are generally. not sent individually, to 
individual addresses. That is not entirely so, but in a general way 
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Now I brought with me some pictures for you to see, pictures which 
were taken in our shipping room in Crawfordsv ille, Ind., less than 
a month ago, from which our own particular magazines are shipped. 

There you will see stacks of magazines, and these magazines are 
wrapped in individual packages, or grouped in individual ne 
which is illustrated by the second picture, and these packages go 
directly to Sunday schools, where the materials are distributed to 
individuals, so that the Post Office Department does not have to 
deliver single pieces. 

There I am making the same point, of course, that one of the 
other men made who preceded us in the testimony, and that is that 
the Post Office is not obliged to deliver small pieces of mail. Now, 
actually in many instances ‘these packages do not even require delivery 
by the Post Office Department at the other end, because when you 
think of churches you are apt to think, many of you, of the large city 
church. 

Actually, the Protestant Church of the country is a rural church, 
and even where it is in towns or villages, the post office at that point 
does not have delivery service, so that the Sunday-school secretary, or 
the minister, whoever he is who is ordering his materials for the 
church, actually goes to the post office to pick up the package. 

Now, we, like all other shippers of second-class matter—which, for 
Senator Butler's information, perhaps, we should say is generally 
magazines periodically issued, four times a year or more—prepare 
this mail by actually placing it in mail bags and delivering it to a 
car. In our case you see this trucker, who is our employee, “actually 
taking the mail into the car, and after it is in the car, all sacked 
with tags on the bags showing the town and State to which it goes, 
the post office takes over. So that in any case it seems to us that 
the Post Office Department’s cost of handling this class of mail is not 
the cost that is shown in the average figures as represented in the 
cost ascertainment figures of the Postmaster General. 

Now just one other thing. There is no substitute service for delivery 
available to our presses. We cannot, as can the Saturday Evening 
Post, Life, Time, or other magazine publishers of that character, 
arrange for any other kind of delivery service. We have no news- 
stand circulation, we have no possibility of a concentration within 
a given community which would permit an arrangement for door- 
to-door delivery even to individual subscribers, we are completely 
dependent upon the post-office service for the deliv ery of these mate- 
rials for the churches of our country. So we plead with you, do 

not be hard on us. We are trying to do a job that we think is im- 
portant, and we need all the help we can get, frankly. 

I thank you. 


The Cuaiman. Are there any questions? If not, thank you, Mr. 


Ribble. 
Mr. Rissie. Thank you. 
The Cuarrman. Mr. Routh. 
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STATEMENT OF PORTER ROUTH, SENIOR SECRETARY, SOUTHERN 
BAPTIST CONVENTION, REPRESENTING THE SUNDAY-SCHOOL 
BOARD, NASHVILLE, TENN. 


Mr. Rourn. My name is Porter Routh, Nashville, Tenn. I am the 
senior secretary of the Southern Baptist Convention, representing 
the Sunday-school board. 

The Southern Baptist Convention Sunday-School Board, Nashville, 
Tenn., serves 27,778 churches with 7,079,889 members. The publish- 
ing and education division of the dead ican Baptist Convention serves 
6,768 churches with a membership of 1,561,073. The Lott Carey For- 
eign Mission Baptist Convention, Washington, D. C.; the National 
Primitive Baptist Convention, Huntsville, Ala.; the National B: uptist 
Convention, United States of America, Inc.; and the National Baptist 
Convention of America, both of Nashville, serve 6,500,000 Negro 
church members in nearly 30,000 churches in the United States. 

At the recent meeting of the American Association of School Ad- 
ministrators held in Atlantic City, a committee of 20 of the leading 
educators in — United States, including Gen. Dwight D. Eisen- 
hower and Dr. James D. Conant, presented a report which included 
this statement : 


No improvements in Government structure, no statutes and ordinances, 
however lofty their aims, can produce a good and secure society if personal in- 
tegrity, honesty, and self-discipline are lacking. 

Consider this statement in the light of testimony by United States 
juvenile court judges that they seldom face an offender who is a regu- 
lar attendant at a church school. 

The Baptist publishing houses are nonprofit organizations. Like 
other religious publishers, they are conscious of the fact that only 
1 out of 10 United States citizens attends a church school on the 
average Sunday. These publishing houses realize the imperative need 
to reach a larger segment of the population to provide a solid founda- 
tion of spiritual truth upon which personal integrity and honesty must 
be built. 

The cost of religious education materials have been kept as low as 
possible in an effort to make for the widest possible dissemination of 
Christian education. Even then, the purchase of materials by churches 
and individuals represents a real sacrifice. 

Of the 27,778 churches in the Southern Baptist Convention, 9,400 
had a total budget last year of less than $1,000, including salary paid 
the pastor. Of these, 7,438 were located in the open country. A total 
of 19,737 churches had a total budget of less than $5,000, including the 
paket salary and all church ere Of these, 13,238 were located 
in the open country. Of the 30,000 Negro Baptist churches in the 
United States, it is estimated that 75 percent have a total budget of 
less than $1,000. 

The purchase of literature for Bible study in the great majority 
of these churches is made possible only through the donation of pen- 
nies, nickels, and dimes when the material is ordered. 

With these small budgets, the effect of an increase in postal rates 


will be to cut down on literature available for Bible study and charac- 
ter training. 
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Another fact to be taken into consideration in the use of this reli- 
gious education material is the fact that the periodicals are sent in 
bulk to the churches and not to individuals. ; 

In 1950, the Sunday-school board distributed 42,816,297 periodicals. 
But this did not mean the Post Office Department was uired to 
deliver 42,816,297 pieces of mail to individual addresses. This total 
circulation represented only 236,236 orders, or 181 periodicals per 
order. The Sunday-school board has only 22,758 individual subscrip- 
tions for its periodicals. 

In 1949, there were nearly 2.5 billion pounds of second-class matter 
mailed in the United States. In addition, there were nearly 100,- 
000,000 pounds of second-class matter mailed free in county. The 
total second-class material mailed by all religious publishers in the 
United States—Catholics, Jewish, Protestants, and Baptists, 
amounted to less than 2 percent of the total. 

The exemption of religious education materials and all other reli- 
gious publications from the increases proposed in S. 1046 would not 
be significant in the total income of the Post Office Department, but 
it would be of real significance in the operating budgets of the pub- 
lishing houses and churches served by them. For example, the Na- 
tional Baptist Publishing Board, located in Nashville, Tenn., serves 
nearly 2 million Negro Baptists who are affiliated with the National 
Baptist Convention of America, This board spent $12,000 for sec- 
cist iad postage during 1950. An added $12,000 on the second-class 
a bill would actually work a hardship on the National Baptist 

-ublishing Board and the Negro churches it serves. The Alabama 
Baptist, Birmingham, serves 2,600 chruches in Alabama. Its postage 
in 1950 was only $3,700. To double that amount would mean that 
the Alabama Baptist would have to operate at a loss. 

A concluding factor which must be taken into account is the fact 
that an increasing amount of this literature being sent to the churches 
is being ordered for the purpose of providing religous education 
materials for her sons and daughters who have gone into the Armed 
Forces. This Congress has shown its interest in many ways in pro- 
viding for the young men going into the Armed Forces. We know 
from experience in World War II that the practice followed by the 
churches in sending Bible study materials to the men in service not 
only helped the morale of the fighting man, but also helped in the 
formation of attitudes and character, indispensable to our society 
in the years since. 

We join in asking that no change be made in the current rate of 
114 cents per pound for religious publications in second-class mail. 

Now I have prepared here two charts which show the location 
and the total annual budget of the Southern Baptist Churches. I 
might say that this not ae concerns Southern Baptist Churches but 
all other churches, and is substantially the point Mr. Ribble made, 
that the Protestant churches are located generally in rural areas 
You notice there of the 27,778 churches that we are related with in 
the Southern Baptist Convention, 4,642 are located in cities, that 
is, urban areas of more than 2,500; 3,526 are located in towns, that is, 
populated centers from 500 to 2,500; 4,842 are located in villages, 
small hamlets with less than 500 population; and 14,778 are located 
out in the open country itself. So if you take those three—the town. 
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SOUTHERN BAPTIST CHURCHES 


By Location and Total Annual Budget: 1950 
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village, and open country—which are really rural, you notice that 
more than 22,000 of these churches are located in rural areas and, as 
Mr. Ribble pointed out, we have to depend on the Post Office De- 
partment for the distribution of the materials. But as he also pointed 
out, in the towns and villages especially, the material is actually 
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picked up by the pastor or the Sunday school superintendent, al- 
Fe in the open country in many cases it is delivered by rural free 
elivery. 

I think it is also interesting to note that more than one-third of all 
of these churches in the Southern Baptist Convention—and this is true 
of other denominational groups—among the 30,000 Negro Baptist 
churches, 75 percent of them have total annual budgets of less than 
$1,000, and that includes the cost of paying the pastor’s salary, of 
keeping up the building, of the entire operation of the church for a 
year. 

The Cuamman. That is in actual cash passed ? 

Mr. Rovurn. That is right. Of course, they get other things, eggs, 
chickens, and so forth. 

The Cuarrman. And the people come in and paint the church and 
do all the repair work. That is not counted. 

Mr. Rourn. That is right. They really help out a great deal. I 
might say these churches are growing now. I heard some people 
say, who are not familiar with the churches, that the rural church 
is dead, but the country church down South has gained in membership 
all the way down the line. They are really growing and developing 
churches, and this literature that is made available is one of the 
things that has contributed to their growth. 

But the point I want to make is that increased costs really do make 
a burden on churches, a large number of them located in the open 
country and village with a budget of less than $1,000. I don’t know 
whether you gentlemen have ever been in any of these churches or 
not—I am sure you have, Mr. Chairman—but what they will do 
when a Sunday will come, they will take up a collection for Sunday- 
school literature. The people bring their money—nickels, dimes, 

uarters, some might put in a dollar—and they will count their money 
and then they will find how much literature they will buy and they 
will order it. But if the cost of literature has to go up because of 
increased postage, when they take up their collection they will say, 
“We can’t get so many this quarter. We will see if we can do better 
when the crops come in.” That is the way they will cut down on the 
amount of material which will be available for study on the part of 
the youngsters in these churches. 

The Carman. Speaking of that $999, how many churches do you 
have in that category? 

Mr. Routru. More than one-third of all the churches in the Southern 
Baptist Convention. 

The Caamman. You will find that most of the big churches help 
to support them in an indirect way. 

Mr. Rovuru. They do support and help them in some way, that is 
true. 

The Cuarrman. They get a lot of the pastors to come out and 
preach almost every second or third Sunday. 

Mr. Routs. That is right. 

The Cuatrman. You will find they are not even able to buy the song 
books and that the city churches, when the song books are used for 
some time, will distribute them out to the country churches. That is 
true to a large extent. 

Mr. Rovuru. That is right. I have a letter from the Saluda Associ- 
ation in South Carolina, of a church in Cedar Grove where Mr. 
McEwen, who lives in Belton, serves as pastor at that church. 
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The CuarrMan. I have attended revivals at that church. 

Mr. Rovurnu. He is also pastor at the Friendship Church. 

The CHarrmMan. You must have picked out my county. 

Mr. Rovutu. That is right. I am going to be perfectly truthful, I 
did not do that just as a matter of chance. But that church has 228 
members, and Mr. McEwen can go there only twice a month. But 
their Sunday school, which has 108 enrolled meets every Sunday, even 
though they do not have preaching but twice a month. This litera- 
ture helps to provide the link to keep that church together and to 
provide spiritual training for that community even though the pastor 
cannot be there every Sunday. He goes to the Triangle Church 
another Sunday. The total income of the Triangle Church last year 
was only $984, and in this Friendship Church the total income was 
only $1,188. 

Well, now, I could multiply that by thousands of churches. Actu- 
ally it would work a hardship on the people of communities like that 
to pay the additional cost. 

Gentlemen, I have a conviction that the foundation for the thing 
we believe in as American democracy is found in these rural communi- 
ties of America, and I think we are making a wise investment of funds 
both as a denomination and as a government, in providing a service 
which will enable them to provide this training. 

Some of you perhaps saw this full-page ad in many of the papers 
by Young and Rubicam. They went on to say— 

What's happened to our ideals of right and wrong? What’s happened to our 
principles of honesty in government? What's happened to public and private 
standards of morality? 

Then they go on and say one of the answers is— 

“The responsibility as parents to raise our children so that they will know 
good from evil, and will follow the good. To teach them that truth, justice, honor 
are not empty words but are a full, rewarding way of life. 

Gentlemen, integrity is nothing you can put on and off like a mink 
coat, it is something that must be built into the very foundation of life 
itself, in the earliest childhood. I believe, and you believe, I am sure, 
that through the teachings in these Sunday schools in the open coun- 
try, Village, town, and city there is provided a service which will make 
for the future one great America. 

The CuarrmMan. Are there any questions? 

Senator Cartson. Mr. Chairman, I would like to make a short 
statement, because Mr. Routh’s statement brings me back to a rural 
Sunday school in which I had the privilege of serving as superintend- 
ent for 10 years, the Union oe School, in which I became ac- 
quainted with the value of the religious periodicals. The effect of 
the Sunday school, which developed into quite a rural community, 
brought about a revival meeting with 125 conversions. So there is 
something to be said about the cooperation of the rural centers and 
about the work that has been done = these periodicals in spreading 
the teachings of the Man that walked the shores of Galilee. 

Mr. Rovurn. South Carolina has more large effective rural churches, 
I think, than any of the others in the territory of the convention. 

I thank you, gentlemen. 

The Cuamman. Mr. Walker. 
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STATEMENT OF H. TORREY WALKER, EXECUTIVE SECRETARY, 
BOARD OF PUBLICATIONS, UNITED LUTHERAN CHURCH IN 
AMERICA 


Mr. Waker. Mr. Chairman and gentlemen of the committee, I am 
H. T. Walker, executive secretary of the Board of Publications of the 
United Lutheran Church in America. 

I do not want to waste the time of the committee. All I could say 
would be “me too.” 

Mr. Ribble, I think, did not bring out one point in connection with 
the publication of this type of material, namely, that the advertising 
content is much less than 10 percent in our region. Much of it is made 
up of a double charge. In other words, we use it for our own 
advertising, to advertise our own publication to our own people. 

The only other thing I would lke to say is this: In this same class 
of second-class matter there is an increasingly important task which 
all of these churches are assuming. I can speak only of my own 
experience, but I know it to be true of the other houses. In our case 
we are publishing certain types of devotional material which is deliv- 
ered in bulk to the Armed Forces chaplains and to the chaplains of 
the Veterans’ Administration, much of which, and I know in our case 
it is absolutely true, is published at a deficit, and many times they are 
being given those facilities in order to keep up the morale of the men 
in our Armed Forees. 

I don’t think I want to waste the committee’s time, unless there are 
some questions. I know Dr. Roy Smith represents a larger con- 
stituency than I do. 

The Cuarrman. We appreciate your appearance before the com- 
mittee. 


STATEMENT OF DR. ROY L. SMITH, EXECUTIVE MANAGER, 
METHODIST PUBLISHING HOUSE 


Dr. Smrrn. Gentlemen of the committee, I am one of the executive 
managers of the Methodist Publishing House and I am speaking not 
only for the Methodist Church with its 38,000 church schools and 
5,500,000 enrollees, but for the entire Protestant group. 

Let me call your attention to the fact that the individuals who 
appeared before your committee are all salaried personnel, that they 
make no profit. No matter what you do in the matter of postage, it 
will not affect their salary or their income in any way. The i increase 
in postal rates will, of necessity, be passed on to the consumer, in this 

case the children. 

As Mr. Routh explained in the case of the Southern Baptist Conven- 
tion, in the case of the Methodist Church 80 percent of our church 
schools are rural. They consist of a very large number of children. 
There are usually one adult class and four or five children’s classes. 
The literature is ‘paid for out of the nickels, dimes, and pennies that 
come in in the collection. A rather ete thing just at this 
oe. whereas ice cream and most candy bars, and such things as tha 4 


1ave gone up to 6, 7, and 8 cents, and children buy them, when the chi 
goes to Sunday sc hool he goes to his father for a penny. The income 
in the Sunday schools has not gone up proportionately, it has not kept 
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pace with the normal upward trend, because it is on a voluntary and a 
gift-giving basis. Therefore, the passing on of increased postal rates 
would actually put a tax on children to a very large number. 

The Cuatrman, Ina great many churches they just raise the amount 
of money and buy with what they raise. It would be just giving them 
the amount of literature that would be sent up. The amount of post- 

age they w ants have to pay would determine the amount of literature 
they have available in that particular church. 

Dr. eee That is our experience. Let me add just two very brief 
comments here, Mr. Chairman. The Methodist Publishing House 
represents 31 publications. None of them carry advertising, with but 
one exception, and that publication is the denominational paper, which 

carries a limited amount of advertising. I cannot at this moment give 
you the total, but it is less than 7 percent of the page, as I remember it. 

In the second place, the second thing I want to emphasize is the fact 
that if the proposed increase in postal rates were applied to the publi- 
cations of which I am speaking, it would produce approximately 
$1,000,000 additional income. That would be approximately one-half 
of 1 percent of this deficit. In other words, if S. 1046 as it now stands 
were to be enacted, it would increase the revenue to the Post Office 
Department by approximately $1,000,000 from all of the religious 
publishing houses. As nearly as I can estimate it, it would amount, 
to the individual houses, in a considerable amount, but that would be 
passed on, as I have already said, to the children. 

Mr. Chairman, that is about all the statement I want to make in 
the matter. 

The Cuamman. Are there any questions? If not, we certainly 
thank you. 


STATEMENT OF DANIEL A. POLING, PRESIDENT AND EDITOR, 
CHRISTIAN HERALD MAGAZINE, REPRESENTING COOPERATIVE 
COMMITTEE OF RELIGIOUS PUBLICATIONS 


Mr. Potine. My name is Dr. Daniel A. Poling, president and editor 
of Christian Herald magazine. 

My official capacity at the moment is as spokesman of the Coopera- 
tive Committee of Religious Publications, representing Catholic, 
Protestant, and Jewish magazine publishers. I have with me here 
from this committee Mrs. Jean Dixon, associate editor of the Catholic 
Digest; Mr. Edward Grust, managing editor of the National Jewish 
Monthly ; the Very Reverend Monsignor John Cavanagh, managing 
editor of the Register; Mr. Frederick Decker, managing director of 
Guideposts; Mr. Francis Fink, managing editor of Our Sunday Visitor 
and president of the Catholic Press Association; and Mr. Ford 
Stewart, publisher of Christian Herald magazine. 

This cooperative committee speaks for 28 million Catholics, 40 
million Protestants, and 6 million Jews. These 74 million people are 
the religious community in our country. Upon them, their predeces- 
sors, and the principles that guide their lives and thinking are based 
the principles of democracy. From them by word and example re- 
ligious influence extends to the other 86 million persons of our 
population. 

Lf the proposed postal bill S. 1046 goes through in its present form 
it will work a terrific hardship on the 910 religious magazines pres- 
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ently being published. Many of you may be surprised to know that 
the total circulation of these publications is in excess of 47 million, 
as compared with a total of 55 million for daily newspapers. Virtually 
all of these publications are nonprofit and the majority of them are 
currently being subsidized by religious boards. In general, the reli- 
gious press does not have the opportunity for income of the secular 
press and our whole existence has hinged upon a special status relative 
to postal rates and taxes. It has been the traditional position of the 
United States Government that these publications were ag emi- 
nently worth while and rendering a vital national service. But any 
increase in the present 114 cents per pound postal rate will simply 
sound the death knell of a very high percentage of America’s religious 
papers. These are the marginal publications, in the main produced 
without profit and manned by personnel which is more deeply inter- 
ested in the dissemination of information than in the making of money. 
Any increase, however small and reasonable it may appear, will be pro- 
hibitive so far as this particular group is concerned. 

Assuming the passage of the bill in its present form, and this would 
be the most calamitous blow that the religious press could possibly 
receive, the change would still mean virtually nothing in the way of 
solving your problem as to increased revenue. 

May I say we come here appreciating the fact that this is your prob- 
lem as well as ours, and we know from the personnel of this committee, 
you accept our problem as yours. It isa community of interest and the 
Scripture is fulfilled in this committee. 

If no publications were forced to suspend (and certainly many 
would be compelled to suspend) the maximum that this religious 
group could contribute to your increase would be $1,420,000, Certainly 
the most optimistic figure that could be expected would be less than 
1 million net increase. This, gentlemen represents less than 214 per- 
cent of the $40 million second-class figure. To accomplish only one- 
fortieth of your proposed goal, would impair the operation of 910 
publications circulating 47 million copies per month. It is my most 
earnest belief that you will not wish to do this. Specifically, we ask 
that religious publications be continued at the present rate of 114 
cents per pound. From a practical standpoint this is definitely all 
the traffic will bear. 

Certainly when the supreme motif of these troublous times is win- 
ning the war of ideas, of God versus anti-God, there could be no poorer 
timing for the good of our Nation, than to enfeeble in any way the 
religious press. 

Now, if it is your wish, I shall be glad to introduce Edward Grust 
of the National Jewish Monthly. 

The CuarmrMan. Mr. Grust. 


STATEMENT OF EDWARD E. GRUST, REPRESENTING THE 
NATIONAL JEWISH MONTHLY 


Mr. Grusr. My name is Edward E. Grust and I am the managing 
editor of the National Jewish Monthly, but I ask you not to be de- 
ceived by that title, because I am also the entire staff. 
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The National Jewish Monthly is the official publication of B’nai 
B'rith, which was founded in New York City in 1843 and is the old- 
est and largest Jewish organization in the world. 

Our magazine is published entirely on a nonprofit basis, and, as a 
matter of fact, the B’nai B’rith makes up a considerable deficit every 
year, despite the fact we do carry advertising. The advertising makes 
up part of the deficit and the organization makes up the rest, which 
is the most. 

Our magazine is divided into two parts: About one-third is devoted 
to the activities of the organization as a house organ insert, and the 
other two-thirds is devoted to general Jewish life, in the promotion 
of democratic ideals and Jewish religious ideals, although we are not 
connected with the church. 

Our postage bills recently have approximated $8,000 a year which 
is a very large percentage of our total net deficit, and to double th: at, 
of course, would almost be the coup de gras so far as our operation is 
concerned, for the reason that we have already reduced to the mini- 
mum our cost of operation, we are using the cheapest kind of fine 
English paper which can go through the big presses that we use for 
our circulation of 200,000. We have reduced the number of pages to 
one 32-page form, except of course a couple of times a year when the 
advertising warrants more. Our staff, as such, can hi wdly be reduced 
without being eliminated. In other words, we are at rock bottom, we 
have cut to the bone. 

I do not want to take up more time of this committee. The other 
gentlemen have expressed better than I can some of the problems in- 
volved in religious publications. 

We made a survey among our readers that might be of interest to the 
committee. That showed that 10 percent of our readers, approxi- 
mately 20,000 Jewish families, derive their sole Jewish information 
and inspiration from our publication, because they live in such small 
communities that there is no synagogue or rabbi or Jewish school 
of any kind from which they can derive such information. 

It goes without saying our editorial policy is anti-Communist and 
prodemocratic. We perform, I think, a distrinct service to the men 
in the veterans’ hospitals, and in general perform community services 
through B'nai B’rith, which are represented in this magazine, and 
encouraged by some thousand lodges that we have throughout the 
country. I merely want to end by saying that an increase not only 
as proposed by this bill but any increase over the $8,000 postage we 
are paying now would be made up in a way that I simple ¢ annot know, 
because it cannot be passed on to the consumers, as in the case of com- 
mercial publications where you can raise the rate. We can’t raise the 
rates. Attempts have been made to raise the dues of our organization 
and those attempts have failed, for reasons I will not go into here. 

We are at rock bottom and we are stymied. Any increase, not only 
100 percent but even 10 percent, would cause conditions that would 
severely injure the program that we are carrying on. 

Thank you. 

The Cuarrman. We thank you for coming. 

Dr. Potine. The next witness is the managing director of Guide- 
posts, Mr. Decker. 
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STATEMENT OF FREDERIC C. DECKER, MANAGING DIRECTOR, 
GUIDEPOSTS MAGAZINE 


Mr. Decxrr. My name is Frederic C. Decker, the managing director 
of Guideposts magazine. 

Guideposts magazine is published by Guideposts Associates, Inc., 
Pawling, N. Y., a nonprofit membership corporation. Our magazine 
is a member of the family of religious publications but it is unique 
among them in that it is edited, written, and circulated on an inter- 
faith basis. Its authors and editorial board represents the Protestant, 
Cotholic, and Jewish faiths. Its readers represent a wide variety 
of denominational persuasions. Many, no doubt, have no church 
affiliation whatsoever. 

We seek to show our people how to practice their faith in a normal 
natural way in their daily activity—because we know that if they will 
do so we will develop a natural spiritual resistant which will raise the 
moral standards of our Nation, which will stop communism and every 
other anti-Americanism and cast them out. 

Benjamin Franklin has said, “A nation which is not governed by 
God will be ruled by tyrants.” Our objective is to strengthen those 
spiritual foundations upon which our Nation was built. To accom- 
plish this, we publish the personal spiritual experiences of modern- 
day Americans. Our articles are written by famous persons—and by 
obscure people, too—who tell how they have made their faith the center 
of their lives; conquered problems, fears, and tensions; found the 
secret of happy, released, successful living. 

Guideposts has been publishing material on a high educational 
level since 1945. Our circulation has now reached 250,000 copies 
monthly—and it is growing rapidly. The readership of the magazine 
has been estimated at about 1 million monthly. We carry our mes- 
sage to additional millions through reprints in newspapers, other 
national magazines, and through their use in radio. 

Some 35,000 copies have been requested by the chaplatés in our 
Armed Forces and veterans’ hospitals and are distributed’. hem free 
of charge each month. The magazine is used widely oy churches, 
prisons, school, YMCA’s, the Salvation Army, and other organiza- 
tions and institutions. 

Our editor in chief, Dr. Norman Vincent Peale, has served Guide- 
posts since its inception without salary. The same is true of our 
publisher, Raymond Thornburg, and our board of trustees, editorial 
advisers, and consultants. Our salaried editorial and business execu- 
tive staff members are serving at standards of income considerably 
lower than those which they “have previously earned or have since 
been offered in other endeavors. 

Guideposts sells no advertising space. Its only source of revenue 
is from subscription sales, supplemented to a minor degree by the 
sales of reprints, books, and republication rights. 

Since its founding, Guideposts has operated at. a loss, the deficit 
being made up by the contributions of foundations and individuals 
who number some 3,000. 

Our costs of operation to date have exceeded our subscription income 
by 53 percent. 

We submit that Guideposts and other religious publications, rep- 
resenting and reaching the various faiths, exert a positive, powerful 
and beneficial influence upon the character and strength of this 
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Nation. Through a sense of devotion and purpose we are doing our 
job at personal “sacrifice and under the constant burden of financial 
insecurity. 

The foregoing will indicate that an increase in the cost of the dis- 
semination of this spiritual influence will serve only to place addi- 
tional hardship upon us and upon other religious publishers. It 
will make it necessary for us to divert more of our time and energies 
from religious education to fund-raising activities. In all cases it will 
reduce our ability to carry our work forward. In some instances it 
may, conceivably, force certain religious publishers to discontinue 
their work entirely. 

That, gentlemen, is the end of my prepared statement, but I would 
like to add, or echo Mr. John Ribble’s comment and add one name 
to it. He referred to Jim Bouton who sits behind the chairman, 
and we want to express, too, our appreciation of Mr. Bouton and 
his associate, Mr. Nelson Wentzel, for their very splendid cooperation 
and help which they have willingly given all the time. 

Thank you. 

The CuarrmMan. Are there any questions? If not, we thank you. 

Dr. Pottnc. The next witness is Msgr. John Cavanagh of the 
Register. 


STATEMENT OF MSGR. JOHN CAVANAGH, MANAGING DIRECTOR, 
REGISTER SYSTEM OF CATHOLIC NEWSPAPERS 


Monsignor Cavanacu. My name is John Cavanagh and I am the 
managing director of the Register system of Catholic newspapers. 
We weekly publish 32 editions in different sections of the United 
States, with the publishing house in Denver. 

We have prepared for your consideration a brief review of the 
consumption of newsprint, the circulation, the percentage of adver- 
tising, its cost per column inch, the annual subscription cost, and the 
postage charges in 1950 for every one of our 34 editions in 1950. It 
shows a complete breakdown of the circulation. 

(The table referred to is as follows :) 


Record of we costs whl $2 meaner editions in 1950 


























| ‘Tons of | | op ons of | 
Edition | news- Postage || Edition news- Postage 
} print | print 
i | 

Central California (Fresno) -.| 53.7 | $1,611.84 Lake Shore Visitor (Erie, 
Nebraska (Grand Island)... | as a 139.8 | $4, 193. 37 
Eastern Montana (Great | St. Cloud (St. Cloud, Minn.). 49.5 | 1,484.16 

Falls )....... jah 17.4 | 521.49 || Eastern Kansas (Kansas } 
Western Montana (Helena) | 10.6 317. 76 | i I Ta alain cued sists cit | 57.2} 1,716. 57 
Nevada (Reno).............- 14.0 420.60 || Kansas City (Kansas City, | | 
Southern Nebraska (Lincoln ). 30. 6 918. 57 | Mo. ).. Za 50.4 1, 511. 64 
West Virginia (W heeling )....| 41.2 | 1,236.96) ( Yolumbus- (Cc ‘olumbus, Ohio).| 132.3 | 3,970. 11 
Peoria (Peoria, Il. ).......- wal 124.5 | 3,735.39 || Arizona (Tucson )..........- 18. 5 | 554. 25 
Santa Fe (Santa Fe, N. | | | Advance (Wichita, Kans. )._. 62.6 1, 877. 22 

MRL cascsc Ne 32.5 | 976.17 || St. Louis (St. Louis, Mo.).. 441.6 | 13, 248.20 
Altoona (Altoona, Pa. )....-.-- | 411.7 8,351.45 || Messenger (Des Moines, | 
Texas (Amarillo. Tex. )_____-| 15.0 448. 53 Towa )_.... Bawaponkoucd 21.4 | 640. 59 
La Crosse (La Crosse, Wis. )- | 181.4 | 5,441.25 || Alamo (San Antonio, Tex.) 62.3 | 1,869.24 
Duluth, (Duluth, Minn. el 48.4 | 1,451.07 || Inland (Spokane, Wash. )_.---) 24.7 | 740. 85 
Catholic Telegraph (Cincin- || Steubenville Gtenbeavile. | 

ht a a oe 236.3 | 7,088.79 | a Ne 31.4 942. 03 
Dayton-Miami Valley (Day- | Southern Colorado one 34.1 | 1,022.40 

WO AIO dice cduinaed 98.7 | 2,961.30 |} Thursday Local (Denver )- 134.0} 4,019.34 
Tennessee (Nashville )......_. 68.1 | 1,742.07 |} | ‘Tuesday Local (Denver )....-- 51.2 , 535. 04 
Intermountain (Salt Lake y CONN i dicacedens | 664.1 | 16,922. 04 

2 5) | eee 9.5 284. 73 || os _ 
Northwest Kansas (Salina). 17.2 516, 57 | iiss rasiccinsititclictetiinrnce | 2,994.5 | 89,830.16 
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Statistics on Register editions for 1950 








Esti- 

















‘ Annual 
. Weekly | mated . 
Edition circula- |percent of} pred oer 
tion adver- st 
tising oon 

CO, £6 iii cecki aids chabectb debi 14, 702 18 $1. 50 $2. 00 
a eae 5, 999 21 1.00 2.00 
IIL. oo), sitet sa odlethh didcduieinphikaeae > 6, 620 13 1.00 2.00 
i ert ied 5, 842 15 1.00 2.00 
tr nn ee Te Ye ee 3, 856 13 1.00 3.00 
Te I a a a a 8, 300 22 1.00 2.00 
ae athe | 12,512 16 1. 50 2.00 
aaa 27, 544 7 $1. 15 to 1, 65 2.00 
SS SR RS ET cra Ee ear 5, 600 ll 1.00 2.00 
RE Get ete ttn ee ee ee 21, 800 | 32 1. 50 1.00 
Amarillo. _... 4, 058 | 10 | 1.00 2.00 
a Crosse........ 29, 014 21 | 1.50 2. 50 
Duluth... ..-- 2. 15, 054 | 18 | 1. 50 2.00 
Catholic Telegraph (Cin a 7, 100 | 28 1. 47 to 2.10 1.00 
Dae eens Wanye ee ee; | 23,914 15 1. 47 to 2.10 1.00 
Te at oe es 12, 300 25 1.20 2.00 
I TI a | 2, 600 | 12 1.00 2.00 
Northwest Kansas (Salina).........................-.-.. 6, 76 19 1.00 1, 50 
SE. Fa 28, 400 26 1. 65 1.50 
ra 15, 600 | 19 1.00 2.00 
I ee ee 17, 800 22 1.00 1. 50 
I cba gucbinaiaand bs, 15, 400 18 1.00 2.00 
oc bd Aske sh tbat A odd Dh dade de Cukdcd ic cukaos eu 28, 000 32 1.50 2.00 
i | 6, 250 | 22 | 1.00 2.00 
Advance (Wichita, Kans. )_........- ee cenmetatanse | 17,339 21 1.00 1.00 
I tr a 98, 135 27 1. 50 to 2. 45 1.50 
ee eee ee | 7, 956 14 1.00 2.00 
PT ee PI nics ns nt bo vc bdckescucuxs 17, 720 21 1. 50 2.00 
OUI STO i inn 2 io eee sa dic arin db adi | 8, 730 23 1.00 2.00 
Risen ees a ee | 8, 238 25 1.00 2.00 
SN in sg i cin gs pthc sickhace | = 8, 206 24 1.00 2.00 
RS NS Rk 259, 766 | 24 | 12.18 to 16.24 1.25 
SOU i. a ohatit ats Bae ie ae eR Pee SO eT 21, 169 | 24 1.50 75 
TONING ick inci = isin hein cde taco 22, 827 34 1. 50 75 





Monsignor Cavanacu. I would ask your indulgence for a moment 
in explanation and clarification of the statistics presented to you. 

Of the 34 Register publications printed in Denver in 1950, 14 con- 
tract for 20 percent of the total advertising space, 17 have less than 
30 percent, and 2 have averaged 32 percent and 34 percent. 

All of the 34 editions have an open advertising rate of less than $2 
per inch, with the exception of our national edition of 260,000 six- 
page papers. Advertising insertions in this edition are sold in com- 
bination with Our Sunday Visitor. 

Apart from this exception, 18 of the Register publications cannot 
reasonable charge more than $1 per column inch, owing to their lim- 
ited circulations. 

Parenthetically I might mention that the cost of selling advertising 
for the religious press is much greater than for the secular newspapers. 

Only one, the Nevada Register, of all the Register newspapers has 
an annual subscription cost of more than $2 per year, and it has a 
circulation of less than 4,000. It must be subsidized, as must at least 
one-third of the other editions. 

Were it not for a central publishing plant being maintained to serv- 
ice sparsely settled and economically lower-income territories, the 
papers could not survive. Weekly religious newspapers for Utah; 
Montana: Nevada; Tucson, Ariz.; Amarillo, Tex.; Lincoln, Nebr.; 
Grand Island, Nebr.; Salina, Kans., and others would not be possible 
without subsidies. The recent 9-point boost in the cost-to-living 
index—to which the wage scales for all members of the allied printing 
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crafts are tied—hiked the production costs more than $30,000 per year. 
This obviously means an additional subsidy for the public ations to 
meet the rising publication costs, and the end is not yet in sight. 

Senator Carzson. Mr. Chairman, I wish to state for the record that 
I am personally acquainted with a former editor of this publication 
who was from my home town, Reverend Father Brown, who was not 
only an outstanding and fine priest, but a very good golfer who seemed 
to beat everybody in our neighborhood. 

Dr. Potinc. And a good fisherman. 

Senator Cartson. He probably was. 

Monsignor Cavanacu, I joint with the members of this Inter-Faith 
Committee in respectfully asking that the present postage rate of 114 
cents per pound for the entire religious press be maintained. 

Thank you. 

The Cuarrman. Thank you for coming. 

Dr. Potine. Our next witness is Francis Fink, the managing editor 
of Our Sunday Visitor, and president of the Catholic Press 
Association. 


STATEMENT OF FRANCIS A. FINK, MANAGING EDITOR, OUR 
SUNDAY VISITOR, AND PRESIDENT OF THE CATHOLIC PRESS 
ASSOCIATION 


Mr. Fink. As Dr. Poling mentioned, I am Francis A. Fink, man- 
aging editor of Our Sunday Visitor and president of the Catholic 
Pr ress Association of the United States, Inc. The Catholic Press 


Association is an organization of Catholic editors st publishers of 
the United States. It represents 133 newspapers with a circulation 
of 4.2 million, and 439 magazines with a circulation of 11.2 million. 

At the present rate of 114 cents per pene the Catholic magazines 


of the United States pay yearly to the post office about $325,260. 
Newspapers, almost all of them weeklies, pay about $679,380—a total 
of $1,004,640. 

The post office might expect its revenue from our publications 
using second-class mail to be doubled if present charges are doubled. 
Such, however, would not be the case, A poll of our membership 
showed that in many cases, publications would face suspension if the 

rates are doubled. Many other publications have informed us that 
they will be forced to cut size and weight. Such action will reduce 
their effectiveness without increasing revenue to the Post Office De- 
partment. Many Catholic public: tions can operate only because they 

are subsidized by money grants or because their clerical personnel are 
paid little or no wages. 

A good proportion of the Catholic press is published in behalf of 
charitable or educational enterprises—the care of orphans, the educa- 
tion of youth, the welfare of the sick, the ch: umpioning of labor, the 
training of clergy, and so on. Increased costs to these publications 
would mean that less money would be available for their charitable 
works. Needy persons will have to be supplied by the American 
people either directly through larger contributions or indirectly 
through local or National Government subsidy. 

At the present time there are almost 8,000 Catholic American mis- 
sionaries at work over the world. These men and women are invalu- 
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able as American ambassadors of good will. They are performing 
extensive works of charity and education that redound to the credit 
of the United States. The majority of them are supported financially 
by the Catholic press. 

These missionaries are in fact. doing the same work effected through 
the Voice of America and at no cost to the Government. 

At home the entire religious press is carrying on a program similar 
to that carried abroad by the Voice of America. I have noted requests 
for $97 million additional appropriations for this propaganda work. 
I don’t know the total cost. But I am sure it is a hundred times more 
than the religious press is asking when it requests that it be exempt 
from any increase in second-class-mailing costs. 

Other religious editors and publishes appearing before this com- 
mittee have listed the many valuable contributions being made by 
the religious press to our national welfare. 

I, therefore, speaking for the Catholie press concur with fellow 
Protestants and Jews in religious publishing to ask that present post- 
age rates of 114 cents per pound for religious publications using the 
second-class mail be continued as a matter of public policy. 

I submit further this cogent argument: It cannot be the intention 
of the Congress, not when we are fighting against the enemy of 
religion, itself, to restrict the freedom of expression of religion which 
it has historically encouraged by second-class rates. 

The Cuarmman. Thank you, Mr. Fink. 

Dr. Porinc. The next witness is Mr. Ford Stewart of the Christian 
Herald, who has a brief statement. 


STATEMENT OF FORD STEWART, PUBLISHER OF CHRISTIAN 
HERALD MAGAZINE 


Mr. Srewarr. My name is Ford Stewart and I am the publisher 
of Christian Herald magazine. 

Christian Herald is one of the largest and in many respects the 
most successful religious publication in America today. We are 
independent of any particular church board and we must operate 
without subsidy. I submit to you the postal payments made by us 
to the Government in the past 7 years at the present 114-cent rate 
and our total margin of income over expense for that 7-year period: 
Income over expense for 7-year period, $78,275; postage paid at 
11%-cent rate, $157,200. 

Incidentally, in talking in terms of previous witnesses on payin 
our own way, proportionately, because of the great percentage o 
mail subscriptions, the religious press actually, in percentage of in- 
come, is paying its own way and in many cases more than other types 
of second-class material. 

You can very quickly see what an increase of 100 percent in postal 
rates would do to Christian Herald. The proposed increase would 
be just about double the difference between our 7-year average of 
income over expense. If this is true of us, how much more true it 
is of the many smaller publications in the religious field. 

Gentlemen, it boils down to this: If any increase in postal rates 
for religious publications is recommended by this committee and 
passed by Congress at a time when we believe we are more needed 
and more important than at any other period of American history 
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the religious press will be universally crippled and in many instances 
destroyed. I know that you will seriously consider the implications 
of what is proposed before any increase in the present 114-cent per 
pound rate is made for this classification. 

Dr. Potine. We certainly thank you for your courtesy. 

The Cuatrman. We thank all the witnesses today for being so 
brief. We had 17 here today and in a little over 2 hours we have 
completed the testimony of all the 17 witnesses. 

I believe I speak for the committee when I make this statement, 
that I don’t believe any member of this committee would do any- 
thing to injure any of the religious publications. We will be glad 
to look into that and guard against doing any injury or any harm to 
you in any way. 

Senator Cartson. Mr. Chairman, I want to concur in that state- 
ment. I appreciate the splendid witnesses we have had come before 
us this morning. 

Senator Butler. I probably spoke hastily this morning when I 
said I heard no evidence on second-class mail that induced me to say 
there should not be any substantial increase. That is probably true 
as to the religious magazines. 

Mr. LATIMER. Dr. Poling, when you asked for the continuation of 
present rates for all religious publications, did you mean all religious 
publications or did you ‘have a differential in mind as between profit 
and nonprofit religious publications ? 

Dr. Potrna. No, it is a straight request for all. We are not dif- 
ferentiating. 

Senator Burier. I think it is hard to draw the line myself. 

Dr. Potine. Yes, because we have those that are for profit, which is 
not really a profit. All of this money we got went into the charities 
that the Christian Herald supported. There is no profit for indi- 
viduals or corporations. 

Mr. Larimer. Mr. Chairman, I would like to submit for insertion 
in the record the statements of Mrs. Jeanne Dixon, and the Reverend 
Thomas A. Meehan. 

The Cuarrman. Without objection, they may be inserted in the 
record, 

(The statements referred to are as follows :) 

I am Mrs. Jeanne Dixon, associate editor of the Catholic Digest, a monthly 
magazine published in St. Paul, Minn. 

I appear here to represent Father Paul Bussard, the editor. 

The Catholic Digest has a circulation in this country of one-half million. There 
are also editions in eight foreign countries, namely, England, Ireland, France, 
Belgium, Holland, Italy, Germany, and Japan. There is also an edition in 
Braille, of which 1,000 copies are distributed monthly to the blind free of charge. 

Whatever profits are made on the American edition are turned back into its 
development or put into the foreign editions, for which we provide paper and 
editorial material. The production and distribution of the Braille edition costs 
$1,000 a month. 

The Catholic Digest carries no advertising. 

Last year our second-class postage bill was $18,000. We could not afford to pay 
double that amount, or $36,000, under our present plan of operation. Should an 
extra $18,000 be added to our expenditures, our alternatives would be these: 

1. To cut the size of the magazine—in order to reduce postal costs. 

2. To give up some of our foreign editions, which serve as Ambassadors of 
Good Will in just those countries where the United States is most interested in 
winning friends and extending its influence. lor example, our Japanese edition 
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has a circulation of nearly 200,000 and has been openly credited by our Govern- 
ment officials as having played an important part in creating good feeling toward 
this country. Also, we have confidential information that 8,000 copies of the 
Catholic Digest are smuggled each month into the Soviet Zone of Germany and 
are read by an estimated 160,000 people. 

3. Another regrettable alternative would be to cut our Braille edition to save 
that cost of $12,000 a vear. 

Our conclusion, therefore, is that such a curtailment of the work of the Catholic 
Digest would result in detrimental rather than beneficial effects for all con- 
cerned. As President Truman said on March 28, 1951, before the convention of 
the Associated Church Press, “The Church press contributes more toward mobi- 
lizing the moral forces than any other medium.” 

We, therefore, join with other members of this Inter-Faith Committee in ask- 
ing that the present second-class rates of 144 cents per pound be continued for 
the entire religious press. 


——— 


STATEMENT OF Rev. THOMAS A. MEEHAN, EDITOR AND PUBLISHER OF THE NEW 
WorbLp, CHICAGO, ILL., AND VICE-PRESIDENT OF THE CATHOLIC PRESS ASSOCIATION 
OF THE UNITED STATES, INC. 


I am Father Thomas A. Meehan, editor and publisher of The New World, a 
Catholic weekly newspaper serving the Archdiocese of Chicago and the Diocese 
of Joliet, both of which are located in northeastern Illinois. 

Our present paid circulation is 142,872 and our annual subscription rate is 
$3.50. We estimate our reader audience to be in excess of 600,000. At present, 
we are in point of circulation the largest Catholic diocesan weekly in the 
United States. 

The New World is circulated primarily in nine counties in northeastern I- 
linois: Cook, Du Page, Ford, Grnudy, Iroquois, Kankakee, Kane, Lake, and 
Will. Roughly this is an area 160 miles long and 45 miles wide. 

Our monthly second-class postage expenditure from July 1, 1949, to June 30, 
1950, was $1,210.93 and our annual expenditure in the same period $14,531.16. 
During the past 5 years we have operated our paper (and mind you it is the 
largest in the United States) at a deficit. Our actual deficit from July 1, 1949, 
to June 30, 1950, was $1,937 and our total deficit from July 1, 1946, to June 30, 
1950, was $37,854.28. 

If the second-class rates proposed under 8. 1046 apply to religious publica- 
tions, this alone will increase our annual expenditure by at least $14,531.16. 
It is absolutely impossible for us to increase subscription rates and hence we 
would have to cut down the number of pages, which now average 18 weekly, 
to 12. This would hamper our handling of news and instruction that would 
deprive our readers of needed educational and moral features. 

I think our Catholic publications and all other religious newspapers and 
magazines should be exempted from the increases proposed under S. 1046 
since we are dedicated to the moral and educational betterment of our readers 
and we do a needed service in fostering the ideals of democracy and brother- 
hood. For many of our publications, the proposed increase in second-class rates 
would be almost confiseatory. 


The CHarrMan. We will adjourn the hearings to Tuesday at 10 
o'clock. 

(Whereupon, at 12:17 p. m., the committee adjourned to reconvene 
on Tuesday, April 17, 1951, at 10 a. m.) 
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TUESDAY, APRIL 17, 1951 


Unrrep Srates SENATE, 
CoMMITTEE ON Post Orrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
135, Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. 

Present: Senators Johnston, Neely, Pastore, Underwood, Langer, 
Carlson, Dirksen, and Butler. 

Also present: J. Austin Latimer, chief clerk and counsel. 

The Cuamman. We will come to order. 

Mr. Berge is the first witness. We are certainly glad to have you 
with us here this morning. 


STATEMENT OF WENDELL BERGE, ACCOMPANIED BY A. ALVIS 
LAYNE, WASHINGTON, D. C. 


Mr. Berce. Mr. Chairman and gentlemen, I have a 414-page state- 
ment for the record which I will submit. 

We have done what I think is some original analysis of the Post- 
master General’s recommendations. It is rather detailed, and I would 
like to have Mr. Layne, my associate, who is one of my law partners, 
present it. 

What I have here is simply a statement in which I say that my 
association represents the third-class mail users. We have about 500 
members. 

We have such diversified interests as mail-order firms which ad- 
vertise and sell their products by direct mail, envelope manufacturers 
and suppliers, letter shops whic +h prepare and print direct-mail solici- 
tation material, farmers selling produce by mail, publishers and edu- 
cational and business books, textbooks offered by mail, charitable and 
religious organizations which seek donations through third-class mail, 
and so forth. 

Senator Lancer. Are these all of your clients? 

Mr. Beree. Well, yes, they are my clients, technically, as an asso- 
ciation. 

Senator Lancer. Five hundred clients? 

Mr. Bercre. These are members of the association. They use the 
association. 

Senator Lancer. I want to congratulate you. 

Mr. Berer. Thank you. 

That is who we represent. 
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The rest of my statement is more or less a summary or preview of 
what Mr. Layne is going to elaborate in greater detail, and because 
of the limitation of time I would be glad to turn it over to him at this 


stage and put this in the record. 

The CuamMan. We do not want to limit you. 

Mr. Bere. I am perfectly willing to handle it that way, because 
this prepared statement to a certain extent is a preview of Mr. Layne’s 
testimony, and when we got together on it this seemed to anticipate 
questions which could better be answered in the light of the detailed 
data that he would submit. So if that is agreeable, I will do so. 

The Cuareman. Yes, sir; we will make that a part of the record 


at this point. ; 
(The statement of Wendell Berge is as follows:) 


STATEMENT OF WENDELL BERGE ON BEHALF oF ASSOCIATED THIRD CLASS MAIL 
Users, INC. 


I appear on behalf of Associated Third Class Mail Users, Inc., which is an 
association composed of 506 members. The membership includes such di- 
versified interests as mail-order firms which advertise and sell their products 
by direct mail; envelope manufacturers and suppliers; letter shops which prepare 
and print direct-mail solicitation material ; farmers selling produce by mail; edu- 
cational institutions whose materials are carried by mail; publishers of educa- 
tional and business books, self-improvement books, and textbooks offered by 
mail: charitable and religious organizations which seek donations through 
third-class mail, etc. None of the members can be classified as a large business. 

This association opposes the 100-percent increase in postal rates for third- 
class material mailed in bulk, proposed in section 3 of S. 1046. The grounds 
of opposition to the increase are: 

1. It will not reduce the deficit said te be attributable to third-class mail but 
will, in fact, increase the costs of the Post Office Department by more than 
$50,000,000 ; 

2. It will aggravate existing shortages of space in postal facilities and force 
a tremendous increase in the time of postal employees consumed in handling 
third-class mail ; 

3. It will drastically affect the ability of thousands of small-business men to 
continue their present level of production and employment. 

Third-class mail consists of letters, circulars, and advertisements, books, cata- 
logs, seeds, cuttings, roots, scions, and plants. Through this medium the business- 
man has formed a way to communicate with the buying public. Many public- 
spirited groups have found third-class mail to be a practicable way to appeal for 
funds and public support. The businesses involved are primarily small businesses 
unable to afford costly advertising campaigns to reach their customers. Third- 
class mail has thus provided more than 50,000 users a main artery for carrying 
on activities of a commercial, education, and philanthropic nature. From the 
standpoint of the recipient of third-class mail, it has given million of people an 
opportunity to purchase products or services which they would not otherwise 
have obtained. This applies to the entire country and particularly to people 
living in rural sections where it is not possible or convenient to travel frequently 
to the centers of trade. And, third-class mail has made it possible for the people 
to contribute to charitable projects. It has been the means of enabling many 
of our youth to acquire additional education while still carrying on necessary 
work. 

In estimating the amount of increased revenue that these proposed rates would 
bring in, the Postmaster General applies the higher rates to the present volume 
of mail, entirely overlooking the fact that an increase in rates is inevitably 
going to decrease the volume of mailings. This fact has, no doubt, been, brought 
up by previous witnesses and will be developed further by my colleague, Mr. 
Layne, whose testimony will immediately follow mine. And this factor of the 
relation of the rates to the volume of mailings was frankly recognized by the 
principal witness for the Post Office Department itself back in 1947, when Mr. 
Wentzel testified to the effect that some years before the rate of private post- 
cards was increased to 2 cents, while the rate for Government printed postal 
cards remained at 1 cent. Mr. Wentzel said, in his testimony before the House 
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Post Office and Civil Service Committee, that “Consequently there was a drop in 
the use of private-mailing cards and an increase in the use of postal cards. 
Therefore, we had less revenue.” Mr. Wentzel went on to say that because of 
the loss in revenue the two rates were subsequently made uniform again. 

Since this happened in the case of post cards, it simply focuses the fact that 
increasing rates does affect the volume of mailings, and this would be partic- 
ularly so in regard to third-class rates, because the mail-order houses do a 
substantial volume of mailing and their postal costs constitute a very important 
item. 

We have made a detailed study of the cost-ascertainment report, which will 
be presented by Mr. Laype. Mr. Layne will show that the Postmaster General 
has not correctly analyzed the facts concerning third-class mail and that actually 
the costs of handling this class of mail will be greatly increased under the pro- 
posal made by the Post Office Department and embodied in the pending bill which, 
in effect, abolishes bulk mailing. Hence, the proposal will not reduce the deficit 
to the extent claimed by the Postmaster General if, indeed, it will reduce the 
deficit at all. 

I shall close simply by saying that I do not believe that it is possible for this 
committee to determine what are reasonable rates for the various services on 
the basis of the present cost-ascertainment method of allocating costs to the 
various services. And it also seems to me that there must be formulated a 
definite policy as to what extent the various services should pay for themselves 
and to what extent they should be charged to the general taxpayers. Certainly 
you cannot ignore the fact that 94 percent of the post offices in the country are 
not and cannot be self-supporting because of the small volume of mailings at 
such post offices. And yet the residents of the areas where these small post 
offices are located must be served, which fact suggests that we cannot get away 
from facing the truth that the post office is to some degree, at least, a service 
institution and not a business institution. Indeed, this again was recognized 
by Mr. Wentzel, when in 1947 he testified : 

“With all due respect to the differences of opinion about what the Post Office 
Department should do, we cannot get away from it—it is a service institution. 
It is not a business institution. We do not have control over our rates or our 
expenditures. We have a lot of free services and services at special rates. So 
it is impossible to conduct it as a business intitution. But we are serving every 
individual in the country from one end of the country to the other, from the 
White House to the farthest point in the country. I do not believe that there 
is any money spent by the Government that does as much good as this deficit 
that is now arousing so much controversy.” 

I think that all of the questions facing this committee could better be deter- 
mined if there were a thorough inquiry into the operations of the Post Office 
Department, such as was proposed in the Senate during the EHighty-first Con- 
gress by Senator Leahy of Rhode Island (S. J. Res. 197). This resolution called 
for a joint committee of both Houses of Congress to conduct a thorough investi- 
gation into the Post Office Department’s operations. I think it would be most 
salutary if a similar resolution were proposed again and given serious consider- 
ation by this committee. If the Leahy resolution has not previously been made 
a part of the record of these hearings, I would like to ask that it be inserted 
into the record. 

I shall now ask that Mr. Layne be heard on behalf of the Associated Third 
Class Mail Users, Inc. 


The CuarrmMan. We will next hear from Mr. Layne. 

Mr. Layne. Mr. Chairman and gentlemen: I would like to point 
out to the committee that S. 1046 which is the bill before the com- 
mittee, in section 3 proposes a rate on third-class mail of 2 cents for the 
first 2 ounces, and 1 cent for each additional ounce, up to 8 ounces of 
weight for so-called regular or nonbulk third-class mail. 

It contains a proviso, however, to the effect that the Postmaster 
General may saadiee regulations prescribed by him accept for mailing 
identical pieces of 200 or more, weight of 20 pounds or more at piece 
and pound rates of 2 cents minimum and 14 cents per pound for all 
circular material, 2 cents minimum, and 11% cent for each additional 
ounce, and 10 cents per pound for seeds, roots, bulbs, and plants. 
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The present rate is a minimum of 1 cent per piece, 14 cents per pound, 
so that with respect to the minimum piece rate the bill proposes about 
100 percent increase, almost exactly 100 percent increase in that rate. 

And it is said that as a result of this 100-percent increase in this 
piece rate there will be received by the Post Office Department, if this 
bill should be enacted, an additional $65 million annual revenue which, 
it is further said, will halve the postal deficit attributable to, said to be 
attributable to, this class of $125 million. 

Mr. Latriwer. Mr. Chairman, if the witness will suspend for a 
moment, we have a quorum, and we can dispose of the postmasters. 

(Proceedings with reference to nomination of postmasters had at 
this point will be found in a separate transcript.) 

The Cramman. You may proceed. 

Mr. Layne. I would like to present to the committee some facts 
drawn from the cost-ascertainment reports of the Post Office Depart- 
ment itself as to the impact of this proposed increase, both upon 
postal revenues and upon postal deficits. 

In the first place, I would like to point out that this is a most impor- 
tant fact in connection with this rate that the average weight per piece 
of third-class mail presently is 1.05 ounces, just five one-hundredths of 
an ounce over 1 ounce. 

If you propose, as this bill does propose, a 2-cent minimum for bulk 
third-class mail and you have as the bill now proposes, a 2-cent mini- 
mum for the first 2 ounces for regular third-class mail, there will be 
a substantial, if not complete, diversion of the bulk third-class mail 
to the nonbulk third-class mail, because by weight the average piece in 
third-class mail can be mailed for precisely the same rate, 2 cents 
minimum, as now proposed in this bill for bulk third-class mail. 

When you consider the difference between what is bulk third-class 
mail and what is regular third-class mail from the standpoint of the 
mailer you can logically see why that follows. 

Bulk third-class mail is third-class mail, that is to say, it is letters 
which are open for postal inspection. 

Under the regulations, the postal laws now in effect on bulk third- 
class mail, the mailer prepares these identical pieces. He uses either 
permit indicia which needs no cancellation, or he uses precanceled 
stamps. In any event, the Post Office Department does not cancel 
third-class bulk mail. It does not sort bulk third-class mail. That is 
sorted, tied out into cities and States by the mailer himself. It is put 
into mail bags by the mailer himself and is delivered to the Post Office 
Department itself by the mailer. 

Contrast that with regular third-class mail. Regular third-class 
mail is an envelope with the flap tucked in. On it is a 2-cent stamp. 
It is dropped into the local post box or the local substation. The Post 
Office Department must through its own employees cancel that stamp. 
It must sort it out. It must first pull it out from all of the first-class 
mail. Then it must cancel it. It must sort it by cities and States; 
and they must tie it out into bundles and pouch it and then take it to 
transportation ; in other words, all of those functions which are per- 
formed for first-class mail are performed for this mail. The origi- 
nating functions in the original post office are performed for regular 
third-class mail, but not bulk third-class mail. 

In the proposals to this committee and to Congress as to the in- 
creasing revenue, they are based on an assumption first, that there 
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will be no loss or no decrease in the use of bulk third-class mail, if you 
double the rate. 

Secondly, they are based, at least so far as their effect, whatever 
effect it may have upon the deficit, the proposals do not take into 
account the additional work, the additional cost to the Post Office 
Department, if this committee should pass this bill. If third-class 
mail is substantially diverted to regular third-class mail, it would 
cost the Post Office Department by its own statistics an additional $50 
million a year to handle the present volume of bulk third-class mail. 

How is that figure arrived at? The cost-ascertainment report of 
May 1950, in the 20 largest post offices in the United States, shows that 
the originating services, that is to say, the cancellation, the sorting, 
the tying out, and the pouching of first-class mail costs on an average 
of three-quarters of a cent per piece. 

The same day, the same period of time, the same offices show that 
for the average of third-class mail it costs one-quarter of a cent. That 
is an average figure for third-class mail; and averages in both the bulk 
sal the nonbulk third-class mail. 

It seems obvious that the reason why there is a half-cent difference 
between first and the average of third is because there is no cost 
originating or very little originating cost with respect to bulk third- 
class mail, 

If there is a diversion, as there unquestionably would be, it seems 
to me, of a substantial part of this you would increase the cost of 
handling each of those letters if they are diverted to regular third- 
class mail by half a cent apiece to the Post Office Department. And 
since there are 10 billion third-class pieces going through, according 
to the Post Office Department reports, that would be the equivalent 
of $50 million. 

Let us put it another way. The same cost-ascertainment report of 
May 1950, of 20 largest post offices, shows that to originate this mail, 
cancel it, sort it tie it out, and pouch it in the original office, not 
speaking of the transportation or destination or delivery, just origi- 
nating it, that the Post Office Department presently does that at the 
rate per man-hour of 236 pieces, first-class mail. That is per man-hour. 
That means that if the 10 billion were diverted by requiring them 
to pay the 2-cent rate proposed now for bulk third-class mail that 
it would require the Post Office Department to spend about 29 million 
man-hours to handle it. It would be the equivalent of 14,000 clerks 
working 6 days a week, 8 hours a day, to handle this mail. 

And, also, it has been said repeatedly and the Post Office Depart- 
ment, I think, quite frankly admits that they will presently have a 
very substantial shortage of work space. There is a crying need for 
work space in the whole postal establishment. 

Senator Lancer. What do you mean by “crying”; what is the 
difference between ordinary and crying needs? 

Mr. Layne. That is, there is a very acute shortage, is what I was 
getting at, Senator. 

Senator Lancer. Are you in favor of some increase or has this 
reached a high ? 

Mr. Layne. My point is and I think what I was leading up to which 
the other report shows, is that the maximum effective rate proposed 
here is about $15 million a year, and that the maximum, taking the 
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cost over a 20-year period and considering the cost that has already 
been put on third-class, starting January 1, 1949, if this committee 
believes that an increase is justified and required, the increase of one- 
quarter of a cent is the maximum that appears to be justified under 
the cost ascertainment. 

Senator Lancer. I notice that in the beginning of your statement 
there was a 100-percent increase; what increase is satisfactory to you, 
if any? 

Mr. Layne. Twenty-five percent is what we think is justified under 
all of the circumstances, assuming that there must be an increase. 

Senator Cartson. Is that to be distributed over a period of years? 

Mr. Layne. No, sir. I am talking about if there is an increase in 
this bill of a quarter-of-a-cent maximum justifiable increase. 

Senator Cartson. Immediately ? 

Mr. Layne. Immediately; yes. 

The Cuarrman. If you stand 25 percent now, then 25 percent a 
year later? 

Mr. Layne. Our investigations, so far as we have been able to 
conduct them, show that if you raise the rate to 114 cents you will 
substantially hurt a great number of small men in the end. Asa 
matter of fact, you hurt the smaller man the more you increase the 
rate; the more the smaller men fall to the wayside. This is not a 
problem in the present day of merely raising the prices and passing it 
on to the consumer. It is not that. It will substantially affect their 
ability to continue to sell their products, to advertise in this way. 

Senator Pasrorr. Do you think that the Post Office Department 
should be run at a deficit of about three-quarters of a billion dollars a 
year? 

Mr. Layne. We do not want what is termed a deficit, a subsidy, 
but we do think that with respect to the cost-ascertainment reports 
and the allocations of deficits that so far as our figures show there is 
not that amount of deficit attributable to third-class mail and that 
there are a number of factors such as I have been trying to outline to 
the committee here this morning which will have a serious effect upon 
the Post Office Department and upon the third-class-mail users. 

This is a most important rate proceeding. It would be difficult to 
conceive of a rate that is more important than the one this committee 
is dealing with today. It affects everyone. It affects thousands of 
small-business men who have this medium alone to advertise their 
products. I am not talking about Nation-wide. I am talking about 
corner grocery stores. I am talking about people within their own 
locality. 

Senator Pastore. You are making the same speech all over again, 
but not answering my question. 

I asked you, do you think that the Post Office Department should 
be run at a deficit of about three-quarter billion dollars a year, to be 
shared as carried by all of the taxpayers as against the people who 
use the mail? Iam not saying that that is my position, but am asking 
you for the purposes of the record. After all, you must recognize the 
fact that it costs a lot more to run the Post Office Department today 
than it did 5 or 10 or 15 years ago and these rates have not gone up 
commensurately. 

We have a problem here of dealing with salaries that the people who 
work in the Post Office Department have not received. The people 
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who work for you have been receiving raises in the last months and 
the last years. The cost of living has gone up. ; 

We have been told that this increase that they are asking for is going 
to cost us about $300 million in addition to a present deficit of about 
$500 million annually. And all of the groups have come in here and 
told us that somebody else should carry the increase, but it would be 
unfair to level the increase toward them. And if you add them all 
up you would not have any increase at all. 

I am just asking you the question, do you think that it would be fair 
to all of the taxpayers of the country to carry the post-office service 
with an annual deficit of about three-quarters of a billion dollars a 
year ¢ 
~ Mr. Layne. Yes, sir. And may I explain why I believe that? 

Senator Pastore. All right, that is what I would like to know. 

Mr. Layne. I believe that is so because, Senator, you approach it 
from the standpoint that here we have so much expenditure. There- 
fore, our revenues should meet that expenditure. But let me point out 
that with respect, as we pointed out to the committee a year ago, your 
fourth-class offices and your third-class offices do not take in enough 
revenue to pay the postmaster, not to speak of any clerks or any 
carriers or anyone else who must work out of those stations. 

It is the policy of the United States to deliver a letter, principally : 
first-class letter, to a man regardless of where he lives—no matter 
where he may live—in Arizona, Colorado, or whatever canyon—it is 
a public policy to deliver that letter to him. That is going to cost 
more in doing that than you could ever collect on the theory “that the 
user, the receiver or the sender should pay for the mail. “The man 
up the canyon in Colorado should pay 25 cents, at least, for each 
letter he sends and each letter he receives. 

If it is the policy of the United States to provide efficient postal 
service to every citizen regardless of where he lives, and I think that 
is the policy, and no one would quarrel with that, then to say that 
revenues must from the standpoint of this class of mail meet the 
expenditures, you are placing inevitably upon those people a burden 
far more than they can ever carry and the result will be that you will 
knock our third class. 

It generates first-class mail. One does not send an order back by 
third-class mail. You send it back by first-class mail. 

Similarly when you send out a receipt you do not send it out by 
third-class mail. You send it out by first-class mail. 

This is a byproduct service, Senator. It i is just as if you would not 
charge as much if you were running a movie house in ‘the afternoon 
as you would in the evening when a lot of people would like to see 
the movie. You try to cut down your unit cost by using your facili- 
ties more efficiently, more properly over the entire period of time. 

I would like to point out with respect to third-class mail that it is 
precisely that kind of a mail. It is mail which is by regulation 
handled at times when there is not an adequate volume of first and 
second class to maintain the Post Office Department staff. As a matter 
of fact, when the Postmaster General curtailed postal service he put a 
specific prohibition against receiving third-class mail at certain 
periods of time when there were peak periods. 

Senator Pastore. According to this bill, leaving out your first-class 
mail, what other classes of mail are not being increased ; why are we 
not treating them all alike? Are we increasing them all? 
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Mr. Layne. You are increasing, according to my understanding 
of this bill, first class insofar as it affects post cards, The bill pro- 
poses an increase to 2 cents. It does not propose an increase on 
general first-class matter. It proposes an increase of, I believe, 50 
percent the first year and 25 percent for two additional years, so that 
in that you have a 100-percent increase. 

What I suggest is a 100-percent increase in third-class rates. 

On fourth-class mail, parcel post, that is now pending before the 
Interstate Commerce Commission. The Postmaster General under 
the authority vested in him by statute has requested the Interstate 
Commerce Commission to set a compensatory rate. 

There are increases in special services. 

Senator, going back and trying to bring up a partial answer to 
your question, you say there has been an increase in the cost of the 
vostal service and, therefore, you come in and say that we should not 
a any of this increase. I would like to point out that the cost 
ascertainment reports, table 101, show that there has been an increase 
of only 50 percent in the cost per piece of handling third-class mail 
over a 20-year period from 1929 to 1949. 

I should also like to point out to the Senator that third-class mail 
took an effective 17- to 20-percent increase on January 1, 1949. 
Congress enacted that. 

We submit, therefore, that both by virtue of the cost that the De- 
partment itself shows in handling per piece, the effective rate increase 
which they themselves are proposing, the additional work they would 
have to do, if they diverted this mail, the further expenditures that the 
Post Office Department would have to make, that the maximum 
justifiable increase under their own figures is a quarter of a cent per 

ynece, 
The Cuatrman. Right along that line, at the hearings heretofore 
there were some facts ‘brought ‘out that it would be almost impossible 
to raise it just one- quarter of a cent. I would like to hear you on 
that. 

Mr. Layne. Mr. Chairman, I am very glad you brought that up. 
We believe that is absolutely not a fact. 

The Post Office Department itself in 1948 proposed a quarter-cent 
increase in third-class mail. I believe in answer to this committee, 
they were the first ones to propose the quarter-cent increase. 

It has been said that because of the use of postage meters or some- 
thing of that sort it would not be administraitvely feasible to raise it 
only ¢ one-quarter of acent. Sixty-five to seventy -five percent of third- 
class mail is mailed under permit indici ia. It does not show any post- 
age at all. That isa little box giving a permit and a reference to the 
potsal laws and regulations. I am speaking for 99 percent of the 
mailers. 

We have gone into it very, very thoroughly. The use of permit 
indicia which does not show any amount of postage would be satis- 
factory to all of them. 

As an administrative fact you could raise it to 49, %», 1, and any- 
thing you want to. There is no administrative difficulty. One takes 
the mail, you have so many pieces, they weigh somuch, You put them 
in a bag and take them down to the Post Office Department and fill out 
a form of hov much you have. What is the postage? You calculate 
whatever it is by the number of pieces, and you write out a check. 
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It is not a question of getting a 114-cent stamp and placing the 
stamp on the corner of the envelope. With the Pitney-Bowes ma- 
chines, too, there is no reason why you cannot have a stamp on that 
saying, “Surcharge paid,” of a quarter of a cent per piece on each 
piece. You just write out your check or pay it in money at the time 
of delivery to the post office. 

Senator Pasrore. I think it is a weak position, anyway, because I 
do not think that just because the thing is administratively difficult 
to handle you should burden the user. 

I think that is unfair. I do not go along with that argument at all. 
IT agree with you on that 100 percent. 

Mr. Layne. We would be glad to show you actual examples of how 
it could be handled, if that becomes a question or problem. 

I, too, have a written statement that I would like to submit for the 
record. 

I would like to point out to the committee that we have tried our 
very best to show from the Department’s own reports what it means 
for us to do this sorting and handling; just exactly what it might 
mean to the postal establishment if this kind of a rate increase is pro- 
posed, assuming that the volume will be maintained, and we do not be- 
lieve that it is true that the 10,000,000,000 volume of third-class mail 
will be maintained if the rate is put in. If a substantial part of it is 
put into regular third-class and if you think the postal service today is 
slow, that it takes some time to get a letter from one point to another 
today, it will take an infinitely greater period of time to get there if 
this mass is dumped in on them. 

I would like to point out to the committee that we have attempted 
to get the principal points of our argument in the form of a letter- 
graph, a series of them, with a little picture which we think make it 
understandable, and I would refer the Senators to that for any addi- 
tional facts. 

I would like further to point out to the committee that the volume of 
third-class mail, if you have a 100-percent increase, according to our 
studies and our information, you will knock thousands of people out 
of the mail by the use of third- class mail. They cannot do it and 
you will have a substantial diversion to other types of media, perhaps, 
but when you do it you will not be merely knocking a loss category 
of mail out of the postal service, you will be knocking a byproduct 
service out of the postal service, and to the extent that you are doing 
that you are going to have repercussions throughout the entire postal 
service, a fact which has never been taken into consideration in fixing 
these rates, or, at least, in this proposal. 

I would like to say that we think most earnestly that this is a very 
important matter to thousands of small-business men and to business- 
men throughout the country. We think it is a very vital matter to 
their continuation in business. 

I think that this rate should be studied most carefully, and that all 
of the postal rates should be studied most carefully in the light of all 
of these facts. 

We submit finally that if this committee should conclude that an 
increase in third-class mail is justified that a justifiable rate increase 

‘an be no larger than 114 cents, and that thereby you have the least 
effect upon the economy or that portion of the economy which now 
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depends upon the postal service for a very substantial part of its 
business operations. 

The Cuairrman. Your paper and the pamphlet will be made a part 
of the record at this point. 

(The statement of Mr. Layne and the prepared pamphlet are as 
follows :) 


STATEMENT OF A, ALVIS LAYNE, Jr., ON BEHALF OF ASSOCIATED THIRD-CLASS MAIL 
Users, Inc. 


At the outset I should like to point out to the committee that the proposed rate 
represents a 106-percent increase for the 7 billion pieces of third-class material 
mailed under third-class permits. The proposal will inevitably require that the 
Post Office Department will undertake to pick up from the local boxes, deliver to 
the originating post office, cancel, sort by State and city, tie into bundles, and 
pouch an additional 7 billion pieces of mail over the present volume handled by 
the postal system. The effect of this additional work will be further to delay the 
mails and cramp working space which the Postmaster General has testified is 
extremely cramped. 

Analyses of section 3 of S. 1046 demonstrate conclusively that in operation it 
will effectively divert the 7 billion pieces of bulk third-class mail into the category 
of nonbulk third-class mail. The average weight of third-class mail per piece as 
shown by the cost ascertainment report of the Post Office Department is slightly 
more than 1 ounce. If the rate on bulk third-class mail is placed at a minimum 
of 2 cents per piece—what is the advantage to the mailer of performing the costly 
operations of canceling, sorting by State and city, tying into bundles, and deliver- 
ing to the post office as required for bulk third-class mail. The mail can be sent 
at the nonbulk third-class rate of 2 cents for the first 2 ounces. The postal 
charges at the nonbulk rate would be no greater and the Post Office Department 
would be required to perform these operations on the mail now performed by the 
mailer. Indeed analysis of the proposed rate on bulk mail of a minimum charge 
of 2 cents per piece and 14 cents per pound shows that the only time when any 
cost advantage would accrue to the mailer in using the bulk rate rather than the 
rate for nonbulk mail would be when his letter weighed more than 2 ounces 
and less than 24> ounces. No one mailing letters would attempt to weigh out 
on so narrow a margin. <A different paper stock or differences in seales on such 
a narrow margin could well result in postage of 4 cents rather than 2 cents for 
each letter. Similar considerations apply to the rate proposed for catalogs, seeds, 
roots, bulbs, scions, and plants. The result of this proposed rate, if enacted into 
law, will be to divert, from bulk third-class mail to the nonbulk third-class cate- 
gory, virtually all of the 7 billion pieces presently mailed under bulk permits. 

This means that, if the assumption of the Post Office Department is correct 
that a 100-pereent increase in rates will not decrease the amount of third-class 
mail used, 7 billion pieces of loose third-class mail will be placed in local boxes or 
substations uncanceled and unsorted. The Post Office Department will, therefore, 
be required to handle this 7 billion pieces of mail just as it does first-class mail. 
This mail must be picked up at local boxes or substations, it must be separated 
from first class, faced, canceled, sorted by State or city, tied out and pouched 
by employees of the Post Office Department. With existing facilities of the 
Department an additional expenditure of $50 million by the Post Office Depart- 
ment will be required just to face, cancel, sort, tie and sack third class according 
to the Department’s own cost ascertainment reports. In the cost ascertainment 
report of Mareh 15, 1950, covering the 20 largest post offices for the period of 
May 23 to 29, 1949, the cost of handling one piece of originating first-class mail 
wus (0.74) three-fourths of a cent and the cost of handling one piece of originat- 
ing third class is less than one-fourth of a cent (0.287). This cost includes 
only the cost in the orginating post office of facing, canceling, sorting, tying into 
bundles, and pouching the mail. Thus, it is clear that the operations presently 
performed by the bulk third-class mailer results in a difference of one-half 
cent in the Post Office Department's costs in the handling of the two classes of 
mail. But the Department by the present proposed rate will eliminate this dif- 
ference in cost. Third-class mail will he required to be handled just as first-class 
mail. This will result, according to figures in the Department's own reports, 
in an increase of $50 million. 

Let's look at the effect of this increased cost and workload in another way. 
The same cost-ascertainment report covering the 20 largest post offices shows 
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that these offices perform this originating work of canceling, sorting, tying, 
and pouching on first-class mail at the average rate of 236 pieces per man-hour. 
The addition of 7 billion unsorted third-class pieces will, therefore, require an 
additional 29,661,017 man-hours per year for the Department. This is the equiva- 
lent of 14,000 clerks working 8 hours a day every workday of the year in per- 
forming the canceling, sorting, tying, and pouching of mail now done by 
the mailer under bulk permits. This additional number of man-hours at the 
rates of pay of the Department leads to the same increase of $50,000,000 in costs. 

The Postmaster General has testified that the proposed increase in third-class 
mail rate will produce $65,000,000 in additional revenue and “reduce the loss 
on third-class mail matter by one-half.” This estimate of additional revenue 
s, of course, merely a multiplication by two of the approximate number of pieces 
if third-class matter presently mailed in bulk at the rate of 1 cent each. The 
statement that this will halve the deficit of $125,000,000 said to be attributable 
to third class is merely the result of dividing 65 into 125, The Post Office Depart- 
nent has not once taken into consideration the increased costs of the Depart- 
nent in handling third-class mail which will inevitably result from this rate 
bill. The Department’s own cost-ascertainment reports show that the effective 
eduction of the deficit will be no more than $15,000,000. 

Nor is this the entire additional cost which may be thrown on the Department 
f this bill becomes law. The figures quoted above do not include the additional 
cost of pickup and transportation from local boxes and substations which the 
Department would be required to perform if bulk matter were mailed at non- 

ulk rates. Pickup costs are joint costs and, hence, virtually impossible to 
segregate accurately or fairly among the classes of mail. No specific costs are 
given in the cost-ascertainment report but it is certain that substantial addi- 
tional expenditures would be required if the Post Office Department undertook 
to pick up at local boxes any appreciable portion of the bulk third-class mail 
presently delivered to the post office by the mailer. Moreover, the $50,000,000 
n additional expense which the Post Office Department would be required to 
hear does not include any additional cost of expanding facilities, particularly 
at originating offices, if this bill is enacted. It is obvious that the greatly 
expanded work of canceling, sorting, tving and pouching third-class mail will 
require expanded facilities if the mail is to be handled at all. Present facilities 
are, as the Postmaster General has pointed out, greatly over-taxed with the 

esent workload. There is a critical need for space and yet this additional 
burden is proposed which must inevitably add to the volume and raise costs. 

There is one further point established by the Department’s own reports, The 
proposal in section 3 of S. 1046 would eliminate any requirement for permits 
or permit fees. In doing this the Department will lose more than $1,720,000 in 
evenue from permit fees. Moreover, the Department will lose any advantage of 
regulation and enforcement it presently has by requiring third-class mailers to 
btain permits. 

The additional costs to the Post Office Department in handling third-class mail 

section 3 of S. 1046 is enacted will be considerably in excess of $51,720,000. 
The Department’s own reports require this conclusion—the figures are not those 

‘the Associated Third Class Mail Users. The proposal presently before this 
committee contains an effective rate increase of less than $13,000,000 rather 
than $65,000,000 as suggested by the Department. 

We most earnestly submit that this proposed increased rate was not soundly or 
fully considered by the Post Office Department and reflects inadequate analysis. 
The proposed increase and the estimate of its effect upon the postal deficit 
lo not take into account the obvious facts of an important increase in work- 
load of the Department or the effect upon the volume of mailings. <A rate is 
proposed upon no more than the simple multiplication by 2 of present revenue. 
No railroad, motor carrier, or regulated utility in the United States would pro- 
pose or hope to sustain an increase in rates on such a basis. A rate which will 
ffect the ability of thousands of small-business men to reach a market for their 
products and will affect other thousands of educational and charitable organiza- 
tions should not be based upon such an inadequate foundation. 

One further point should be noted before leaving the effect of this proposal 
upon the operations of the postal system. Under the present rate, the bulk 
third-class mailer delivers his mail to the originating post office. Bulk third- 
class mail is accordingly segregated from all other mail matter upon its delivery 
to the post office. It is already pouched and under present regulations receives 
deferred service—that is, bulk third-class mail is handled hetween the peaks 
of receipt and delivery of first- and second-class mail. Under the present pro- 
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posal it would largely be impossible for the Post Office Department to defer 
service on third-class mail since it would be loose and intermingled with first- 
class matter. In order to segregate third-class from other mail matter at least 
one handling would be required. With a large proportion of the present bulk 
mail mailed as ordinary third-class matter such segregation would complicate 
and slow down the dispatch of all classes of mail—especially first-class matter 
and a corresponding delay in the mails. It is difficult to believe in the light of 
the facts from the Department’s own reports that the Post Office Department is 
serious in this proposal. How ean the Department blandly assume that there 
would be any substantial bulk third-class mail at the ordinary rate without ¢an- 
celing, sorting, tying, pouching and delivering the mail to the post office? On 
what justifiable basis can the Department ignore the cost increases in its 
operations if bulk third-class mail is eliminated? Such an approach is wholly 
unrealistic and ignores the demonstrable fact that the expenses of the Depart- 
ment will be very materially increased. 

There is another and equally important aspect to this proposed rate which 
has not been considered by the Department. The Department blandly assumes 
that the volume of mailings would remain at their present level even if rates 
were increased 100 percent. The Department assumes this major and impor- 
tant factor without making any effort to determine what the users are able or 
willing to pay. Certainly in no other field would it be reasonable to suppose 
that a 100 percent increase in price would not offset sales. Nor is it reasonable 
in this case, Such an increase will inevitably force third-class mail out of the 
reach of some mailers, in other instances it will divert advertising to other 
media and it will restrict the extent of market exploration and testing of larger 
mail-order houses. It has been argued that even if this is the result, there will 
be no loss to the Department since it is claimed that the mail is presently car- 
ried ata loss. But this is only part of the story. A reduction in volume of third- 
class mail would inevitably also reduce the volume of other classes of mail. 
The response to a solicitation by third-class mail—whether for charity, religious 
contributions or the sale of goods or services—results in a substantial flow of 
first-class mail. The transmittal of orders, receipts, bills, merchandise and nec- 
essary correspondence results in a sustained volume of first-class mail, princi- 
pally first-class matter. A reduction in third-class volume, therefore, will be 
reflected in a consequent decrease in other classes of mail. Loss of receipts in 
third class means also a loss of receipts in first-class matter. 

About 85) percent of the costs of rendering postal service are joint costs which 
cannot be allocated to any one clas sof mail. For example, the letter carrier 
delivers all classes of mail. His salary must be allocated among the various 
classes of mail. The large proportion of joint costs makes it inevitable that a 
reduction in revenue in any one or more Classes of mail throws a larger cost bur- 
den on other classes and services unless the postal service is to be further cur- 
tailed. No one would advocate that the number of letter carriers, rural free de- 
livery routes, post oflices or clerks be reduced. Equally no one should believe that 
a reduction in revenues will alleviate a postal deficit. The precise amount of 
the loss of revenues in all classes of mail that would result is impossible to 
evaluate. The total impact of a 100 percent increase in third class might well be 
serious. It is significant that the present proposal assumes that there will be 
no effect at all although the Post Office Department has not studied or even 
considered this question. 

Another important factor in this connecion is the type of service given third 
class mail under postal laws and regulations. It is the practice that third 
class mail is not handled or delivered when there is an adequate volume of first- 
and second-class mail in the post office to occupy the employees. Third-class 
mail is handled between the daily peak periods of other mail when the load 
would otherwise be small. Third class, therefore, provides a filler to keep the 
staff engaged during slack periods. The elimination of this filler would not 
eliminate the need for the employees to handle the load during peak periods. 
This deferment of service is an important economic factor to the Post Office 
Department and it should be recognized as such in fixing rates. Present cost 
ascertainment studies, however, do not take into account these degrees of prefer 
ment in allocating costs and, of course, are not reflected in the deficit claimed 
to be attributable to third class. 

There is a further point which this committee should not overlook. <A 100- 
percent increase in postage may not seem very large when considered as 1 penny 
on each letter but it is a considerable increase in the cost of doing business for 
those who use third-class mail extensively. It must be passed on to the con- 
sumer of the service or products sold. Few businesses could absorb the increased 
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cost without increasing prices. But it is doubtful if under present regulations 
of the Office of Price Stabilization such an increase could be used as the basis 
for a price increase. What then is the small-business-man to do’ On the one 
hand a very important part of his costs goes up by congressional action and on 
the other the Government in order to prevent inflation forbids price increases 
to his consumers. The result will be to create havoc with very small businesses. 

The Associated Third Class Mail Users, therefore, opposes section 8 of S. 1046 
and the 100-percent increase in third-class postal rates proposed. We believe 
that no worth-while consideration has been given to the effects the increased 
rate will have—not alone on the businesses in which third-class mailers are 
engaged—but upon the postal service itself. Any attempt to build a rate struc- 
ture that is fair and equitable to all concerned, including the taxpayer, is im 
possible when the Post Office Department attempts to avoid recognition of its 
own increase in costs of more than $50,000,000. 

The postal deficit has reached the highest level in the history of the Post 
Office Department. <A large segment of this is attributable to subsidies paid 
through air-mail pay and to free use of its facilities. Even so, the remaining 
amount of costs above receipts is substantial. It is, I think, time to face this 
problem objectively. Mail users, by and large, do hot want a subsidy. Nor do 
they want to be overcharged for the services they receive. The Postmaster 
General has testified before this committee that even further postal-rate in 
creases may be necessary beyond those proposed in S. 1046. It is time that 
Congress established a permanent basis for postal-rate policy. 

There should also, and perhaps independent of this rate bill, be a thorough 
going study and investigation of the entire rate structure and postal operations 
before larger increases are considered. The Post Office Department plays an 
important part in the social, economic, and educational life of the Natio 
Changes in postal rates may have a terrific impact upon the economy. It would 
be difficult to imagine a more important rate-fixing proceeding. 

The Post Office Department by law has a monopoly of mail service. Without 
competition as a yardstick to measure its efficiency and costs it certainly is 
not too much to ask that every economy and the highest possible efficiency be 
practiced. Eminent persons after long study have concluded that substantia 
savings could be made. It is not enough merely to lay these studies aside 
Congress should satisfy itself and the public that no further changes are needed. 

This association questions whether the present costs of the postal service 
reflect the most efficient use of the personnel and facilities. For example, the 
cost-ascertainment report of March 15, 1950, referred to above shows that the 
average productivity on originating mail is 236 letters per hour. The standard 
set by the Department for sorting mail and which its clerks must reach in 
tests is 960 pieces per hour. Assuming that all of the mail is handled through 
three sortings the average productivity per hour is only 708 which is 252 pieces 
per hour less than the standard which the Department itself has set. But all 
this mail is not handled three times. The cost-ascertainment report for the 
fiscal year 1949 shows that approximately 1414 percent is local mail which is 
handled only once in the originating work. This means that of the average 
236 letters per hour 34 were handled only one time and the difference between 
actual performance and the standards of the Department is 320 per hour 
Another example is the lack within the Department of tying machines. The 
association understands that only comparatively recently has the Department 
acquired some of these machines which tie bundles of mail for pouching in- 
tinitely more rapidly than hand-tying produces. Bulk third-class mailers have 
used these machines for years with consequent reductions in cost. Why not the 
Post Office Department? 

This association has tried to place before your committee some of the obvious 
factors which must be taken into consideration in reaching any reasonable 
conclusion as to the present proposed rate increase. The statistics quoted are 
not, I emphasize, the product of this association. They came from the Depart 
ment’s own reports. We have tried to be objective and to place before this 
committee the results of our research and experience in this field 

Postal deficits will become a perennial and chronic problem to this committee 
and to Congress unless there is established a sound and permanent basis for 
postal rates. You do not have such a basis today and the attempt to reduce 
deficits by merely multiplying current rates by two without consideration of 
the basic factors of costs and rate making only aggravates the problem. Unless 
the Congress is willing to undertake the establishment of a basie postal policy 
for all classes of mail, one rate increase bill after another will be presented and 
the postal service at large will inevitably deteriorate. 
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The Cuarrman. Are there any questions / 

Senator Cartson. I have enjoyed your statement on third-class 
mail. It has been very helpful. 

L have here before me the cost-ascertainment report for 1949 by the 
Post Office Department. I am interested in this. I want your com- 
ment, because I think you can answer a question that will help me. 

I notice in the average haul of mail matter in the United States in 
1949 that third-class, with the exception of foreign mail, is the longest 
haul, 705 miles. Fourth is 568; first, 482: and second, 467. 

How does it happen that the third-class gets the longest haul # 

Mr. Layne. I think, in the first place, that depends upon how it is 
administratively handled in the Department, how they handle the 
sacks in order to get the ultimate distribution, 

You see, if you are sending to a point out in Lowa, for example, to 
try to reach the rural communities in Lowa with your mail, with your 
prodoets, they may well be sent to Chicago as the direct. It would go 
on the Milwaukee, and then be served off of the Milwaukee into all 
oft the communities. The question of whether you have any back 
haul adds in. 

I would say in general answer to your question it is because a sub- 
stantial volume of third-class mail is used to sell a product to people 
who do not have those products readily available to them at the 
corner store. 

[ think, also, it is used to sell products which may be of local im- 
portance. For example, let us take a State like Arizona where they 
manufacture jewelry and that sort of thing. The market for that is 
tremendously expanded by the use of third-class mail. It is the way 
in which those people can reach the rest of the country. It is one 
of the most important ways they have. That is why I think that the 
haul is longer. 

Senator Cartson. I appreciate your answer because to me third- 
class mail was oe much a local mail within a State, at least. 

Mr. Layne. No, sir: it is a very important medium for people to 
reach people that t = y never otherwise would be able to touch in any 
other way. 

Senator Cartson. I note here, too, that in the cost-ascertainment 
report of the Post Office Department for 1950 that third-class mail, 
~ revenue from it, in 1950 was $153,745,942, the expenditures based 

i their method of comput: ition would be S289.618.283 or an excess of 
sasportinags expe nditures over revenues of $135.872.541. 

I ask you this question: If we adopt the suggestions in the proposed 
S. 1046, how much would that reduce ? 

Mr. Layne. You would add, in my opinion, and in the opinion of 
the most objective way in which we have been able to go about it, 
to the expenditures by $50 million and you would add to ‘the rec eipts 
by $65 million, even assuming that there was no loss in volume which 
we think there definitely would be, and there would be an effective 
decrease in the deficit of S15 million, and no more, under the most 
optimistic view that you can take of the proposal contained in this 
bill. 

Senator Cartson. You are going backward, according to your 
statement / 

Mr. Layne. I think that the ramifications of this proposal on third- 
class mail have not even yet been touched. Just what will happen 
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in the Post Office Department when they try to handle it in the way 
in which they apparently think they are going to handle it, I think 
will be terrific. Perhaps not, but I really do submit that ee will 
happen. 

Mr. Berer. If I may interject a remark there, these a of 
these companies are in very large volume at a time. They will get up 
thousands of letters and have them pouched and they will take a nu 
ber of poue hes down to the pos St office. 

[ have just speculated a bit as to what will happen if you try and 
put them in a letter box. Of course, you obviously could not put 
them in the letter box, but you might just dump a bunch of bags around 
the letter box, and when the truck comes they would decide that the 
would be unable to pick them all up. 

You would have that situation multiphed all over the country. 

I also would like to emphasize what Mr. Layne stated, IN) rox 
( ulation, the deficit would be decre asec Dy then proposa| slo iil 
Phat makes it a very falacious assumption that the volume wot wuld he 
constant, whereas we know that you would price a great deal of thi 
mail out of the market. 

With hans of our own members LOO perce! t increase would absorb 
their profits. 

We had a litle fellow before the House committee the other day 

e did not bring him here because he testified here last veal Who is 
small operator. He employs some crippled people. His own profits 
run from 87.500 to $10,000 a vear. His mailn ne costs are $7.500. It 


vou double his rate he is not able to stav in business. 


] 
110} 


Phere will be any liquidations of businesses or at least a diversio1 


oO} vivertising to other fields which will decrease the volume. 

The assumption of the 815 million deficit decrease is cepting t! 
Postmaster’s planned assumption that it will not affect 1 
mailings. 

The Cuairman. Have you studied the bill reported out in 1949 
the Senate committee / 

Mr. Layne. The bill reported out by the Senate committee in 1949, 
[ believe, contained a provision for a 11% cent rate. We believe, Sena 
tor, that that bill containing a 114 cent rate would still unnecessarily 
and improperly, as we view it, burden the user with an additional 
quarter-cent which Is not just ified. we submit. under the De ‘partme nt’ 

vn fleures, And I want to emp yhasize to the committee again that 


l 


when vou raise the rate, as you go up, you knock out more and mor 


cl 
1 
} 


he volume of 


people. It is inevitable that you knock out more and more people 
and you ne more and more people. You change them. Unfor 
tunately, it is so, but it is a fact of life that vou can and do knock out 
the in Sa peop le, the people that ta would want to keep in opera 
tion 1f you possibly could. If vou raise it to 1144 cents vou are inevi 
tably eoing to affect | i A ah 

1 would like to point out to the committee. too, that actually t here 
another item which I have not mentioned which this present propose d 
bill loses revenue for the Post Office Department itself. They elimi 
nate the permit fee. I do not know why they particularly do that, 
except, perhaps, as a recognition that you might not need permits 
We will not need them if we are going to mail regular third-elass mail 

I believe most earnestly that if you raise it to 114 cents which 
certainly administratively feasible, you will raise just as much revi 
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nue, vou WwW ill have less effect on the volume 
less reperceussion throughout all of - other classes of mall, and you 
will have a consequent lessening of the effect upon the economy as a 

hole This IS a very Import: iit segment of the econ omy. You will 
have a much less effect on it and vou will produce as mune h revenue in 
reduction of the deficit as you now do. 

Senator Pastore. You made a statement that I am very much 
nterested in. | am not trying to be facetious. You Say they would 
use other media of distribtuion and transportation. 

Mr. Layne. Other media of advertising. 

Mr. Larrmer. I have one or two questions that I would like to ask. 

You referred to the maximum increase that your industry could 
Stil ad ot ]1 { ents. You made ho reference, ot course, to the pound 
rate. You restricted that. of course. to bulk mailings. You had no 
reference to the nonbulk mailings, did you ‘ 

Mr. Layne. No, sit 

Mr. Latimer. I might answer the question why the fee is abolished 


you will have consequently 


from this bill. Of course, that fee is attached to bulk mailings, and 
since the new bill does not carry bulk mailings it does not carry the 
fee. S. tae is finally reported to the committee sanply did this: The 
original | ill was somewhat along the general line of the proposal of 


LP ost Othice De partinent. In S. 1103 as we reported it we neatored 
the bulk mailing with the [1,, cent minimum with a reten tion of tl 1e 
eee ~ Tee, 

Mr. irman, I would like to put into the record at this time the 
figures just received from the Post Office Department, Bureau of 
Accounts, with reference to third-class mail. 


The revenues during the fiscal vear 1950 received from third-cluss mail was 
$153,745, 942 Phe cost ¢ handling third-class mail for the fiscal year 1950 
Was S2ZSH.G1IS.283, leaving a iflerence erween expenses and revenue of 
$135.872,541 

It is estimated that S. 1046 as it is in its present form would vield additional 

nue of S65,857,.000 annually That is the estimate of the Post Office De 
partie Which would leave a difference between the cost and revenue in third- 
ass mail of ST0015.541 

IL also Call attention of the committee to the fact that the present revenue in 
hit ss mail is $153,745,942, and the increase is $65,857,000 Therefore, it is 
not a correct statement to say that the rates, all rates in third-class, in S. 1046 
Ss 100 percent increase, since it is nearer oO percent increase over the present 


revenue in third-class mail. 


The CuatrmMan. Are there any further questions / 

Mr. Lariuer. The committee might possibly want to ask this witness 
or additional witnesses on third-class if the ‘Vv are not clear just what is 
contained. We had that come up in the last hearing in another 


lass fi ation. Just what is t! e mal that is carried in third-class. If 
} 


that is giving any members of the committee any difficulty we have a 


Post Office representative here to explain that very thoroughly. I 
lo not cnow that tL 1s 
[ might put in the record at this time the Post Office Department 


states that third-class mail consists of circulars and other miscel 
laneous printed materials: also, merchandise, books, including cata 
logs, seed ngs, cutting and bulbs. roots and plants, provided they do 
not exceed S ounces. Of course, the circulars and other matter must 


The CHatrman. Are there any further questions? If not, we cer- 
tainly thank vou for the information. 
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Mr. Layne. Thank you, Senator. 
Mr. Berce. Thank you. 
The CHAIRMAN. The next witness is Mr. S. A. Robinson. 


STATEMENT OF SIGMUND A. ROBINSON, TREASURER, REAL SILK 
HOSIERY MILLS, INC., INDIANAPOLIS, IND. 


Nir. Rosine N Mr. Chhairmat mid mielibers OF the Committe I 
un Sigmund A. Robinson of Indianapolis, Ind., treasurer of the Rea 
Silk Ho ler'y Mills, whose man plant and principal othice is in India 

1 
polis. 
“We manufacture hos ery and other articles of wearing apparel a 
ir own Plant 1} li dl) tha. Geore@ta. and Mississippi. 
We also obtain other items from independent manufacture 


ous localities throughout the country. 


(ll merchandise is maintained in one central inventory at Ind 
\] o] S. Sales ot this Miers handise are accomp| shed through orde! 
btained by personal solicitation by salesmen calling on consumers at 
r homes and places of business. Shipments ot the merchand 
re made by mail direct from Indianapolis to the customer. If the 


full purchase price is not paid at the time the order is entered, shipment 
made ¢. o. d. 
(ll classes of mail are used in the conduct of our business ex ept 
second-class, and while the actio) which may be taken on these oti 


cl Tt oft acer) to . I thi Ca? Mine my tatement to colle 
on-delivery service. In the case of other provislo there are lara 
arti ilerte mterests such as those represented by the eminent ab] 
Who preceded Te here a ey re able Lo ippeal wna neo 
j the meaquity. the difficulties of what >s pro] sed, while iwers of t 
qd. service are UnOorgeal ed and tor the most part are se small ¢ 
lacl | ( mid Hioneys to ] ke i! appeal Lice before Vo 
i el | mie Da fact about ec. o. d. service which very ‘ 
i ( look that 1s, t il evel o. a ePrVvice Volve the pa ‘ 
os 
{ pos il fe Mi eoulal third- or fo n-clas postag 
l he ¢ GG: @ {~¢ | 7 ral. 1 pyone O}] ie} 1e¢ { } 
( tho oll ted on delive \ 
Ott e fees was substantially increased im 1940 
( Wrease Ol each Was dl 
C. 5, d. is very costly. Today to send a 1-pound package to zon 
, r $2.50 or less. the mum ame osts 4 
( AH) cents iF thre Interst te Conn l C ommissiol ( j 
lass rate as sought by the Postmaster General, and 60 « 
ie pending bill is adopted as well Before the 194 ‘ ( ‘ 


rime transaction cost 235 cents 


\nother example: A 1l-pound package mailed at the Washington 


othe to someone in this building ec. o. d. tO. BS? FO or] now 
| 1) t hie eve { ot the fo rth Is = rite ( mE ( 
ir the penaing by ll. t would cost a s. \'\ \ ! 
{ the | ib fare, 1 beheve ()eents To ‘ ‘ 
i Lcd d't 1 ( (| Fee ive Very ¢ . pens Ve 
niv oD Ol 1 nmount t| il now he i j 
traftic | ind. if further increases a1 hecor 
( 
D rin | Post Of Civil § 
[ R ( ) } 
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General Donaldson commented that he had never been able to under- 
stand why ac. o. d. service was needed, that many of the mail-order 


houses tried to discourage ec. o. d.. and that he would be willing to 
recommend that the service be entirely eliminated. Mr. Donaldson 
said, and I quote: 


If you are ordering something from a mail-order house or 


any place else, 
it when the parcel 


going to have to pay for is delivered So why 


you 
r check in advance? 


not send 


[ nder the system and methods which are in use by the Post Oflice 
Department oO. dd. transactions entail a cood deal ot trouble and 
effort, and accordingly are not popular with many employees of the 
Post Office. It is not unnatwm il that Mr. Donaldson, who spent | 


His 


st Office De partment, should be affected by these 
hinl Donaldson’s attitude on this 


C 


OUS ness life l the Po 


rr. we 


think that Mr. 


} ts t verv forcefully the fact that the Post Office Depart 
ent s ipt to consider a matte of this | nd from the standpoint of 
\dministrative convenience rather than the needs and convenience 
users and the public, and why Congress should hot, as pro 
d on the pending bill, delegate to the Department rate-making 
over the spec il services 
Senator Pasrore. When did Mr. Donaldson make that statement ? 
Mir. Roprnson. In the E Onty irst ¢ ongress before the House com ' 
; T e citation yf it he heat nes on I. I. 2945. volume  . i 
- D9S and 599. There . Jong discussion in which Mr. Donald 
: Cit re Ope fo} he sery ‘ 
Se] Pas ry} NIy xp ( i lot of people ado not | 
rt wot : wad — 10 
Mr. Rots Phat is o k Mr. Donal 
I =ay ( i e of the | ost of thr ( ‘ <P] e } 
ed bef Mr. I oe. that inaaiy of 
er esl i | ( 1 eil-ordet 
Pea M Dor ) thi ne of and who 
e not fan ( tion of the enterprises which 
ods by l. Sears, Roebuck and Montgomery Ward stand 
t is far different from that of my compan or most 
f \ I n bus : Nobody is hesitant about paving ther 
na thell So gTeal that they ean afford to fore ro 
- ss that they would get if o. d. were encouraged, 
The CHAIRMAN Is it not tm that many people that do a Cc. O. d. 
= really do not have nk account ? 
Mr. Ronrxson. That is true. Senator. That is very true. I think 
il Mr. Rob hnson has also « tted that fact when he talked about 
| = k n adi nee, And that is o1 e of the points ] wanted 
With concerns like Sears, Roebuck and Montgomery Ward, thev 
rve fay ties for credit that are unique People who want ty defer 
t | only to make out an application that is attached to the 
log t in and their credit 


( it can become established. The 
that , ; 
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Other types of mail-order concerns that Mr. Donaldson may have 
thought of are these famous department specialty stores like Marshall 
Kield, Abercrombie & Fitch, Neiman-Marcus, Burdine’s, one in almost 
every large metropolitan area, who actively promote mail-order busi 
hess, but their customers are, for the most part, elther charge ol check 
ng accounts or both. 

Phe Postal Guide in describing the ec. 0. d. service says this: 

rhe c. o. d. service is an ideal means of shipment where the shipper does not 

re to extend credit or customers do not not wish to pay in advance Phe 
service is widely used by business concerns in marketing the 

| Siu\ that | think it is pertinent to Inquire what type of bus ness 

oncern relies On the Cc. O. Ga. serv ice and the circumstances W hich cause 
people to pay this large amount of ¢. 0. d. expense rather than send a 
heck in advance as suggested by the Postmaster General. 

the ty pe of concern whieh uses the c. Oo. ad. service extensively 

m the relative standpoint small business and for the most part 
verv small business. 

In 1950 with the sales territory comprising all of the continenta 
United States, Alaska, and Hawa, our total volume was under $13 

lion. ‘This is very large in comparison to most of the concerns who 


pc. O. d.. but it 1s infin tesimal in comparison with the large mall 


i 


{ 1} ! | 
rder houses whose volume runs into the billlons, and matt in om 
| } ] 1 } 
parison with the leading department ind specialty stores [ mentioned, 
Typ al ol the DUSTNeSS that rely >) the c. oO. a Service are the 
1] 1] 1] 
lat ol rehehdd CLIi'e Thine Compante nal nie ma orde} 
ry) Cs, | VY oT W hb Operate oF ri sectional r reciona 
j : . 
1 ote } rhicile Lsingie produet. N of nired ently t mav be Dro 
ced t home workshop and kitchen, Phat s the tvpe that 
1) t t ; ] P ] ‘ ] 1] 1 : 4 . 
Wepartment of Commerce speaks of where they tell vou how to eo]! 
{ i} lprovised mall tile made from ora we crate to Save f 
} . ns 
pel oT DUVING a fila eo cabinet. And there are bunareds of the 


is of those sm itl enterprises that | mention het 


| th ! lx that the word "Sn all” mnleht appropr itely be Insert 
language | quoted from the Postal Gn ile. It m olt be wd 

ec. o. cd. service is widely used by small-business concerns in market 

¢ their products . . 


Phere are va number of reasons. some of which have hee 
why small « o. a. service 1s needed by l ili b 


Vou 


One 


gventiemeh, ; 
~thev have no facilities for extending credit or servicing charge 
r installment accounts. 

lwo. customers may hesitate to par in advance of delivery when 
lealine with concerns or salesmen whose standing ma reputation 


ay not be known to them. 
hree, in the mass market a large percentage of customers do not 
ive personal checking accounts and it is usually inconvenient to pro 
rea money order or other form of remittance. 
Mr. Donaldson, in the discussion that I referred to, said, even 1 
ral areas you could buy one from the carrier. Well, a person reads 
advertisement or a salesman calls at the door, he is motivated t 
buy something at that time, and if he has to wait for a day or 2 o1 
days until he is able to purchase a money order or get some 
form of remittance he may have forgotten about it or the need may 


have passe cl 
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From the side of the consumer we think that the c. 0. d. service has 
demonstrated itself as being of considerable value, because people are 
willing to pay. People who do not have checking accounts or who 
want something which they want on credit, are willing to pay for the 
extra type of service. 

I think that our company will have a very difficult time, if there is 
. further inerease. We do a substantial amount of c. o. d. business 
and not as much as we used to, by any means, but a substantial amount. 
We have weathered 30 vears of it. and I think we are ingenious enough 
to solve this problem. but I do think that many of the smaller concerns 
will not, and I think it ultimately will be a loss to the Post Office 
through the use of substitute means. 

I want to mention on the subject of substitute means an example of 
what is going on. Here is a letter from the Chase National Bank 
which is our transfer agent. which we received under date of January 
18, 1951, discussing a substitute for registered mail service, blanket 
indemnity bonds. They state that the fee under this arrangement 
will be 10 cents, whereas the present postal registry fee 1s 25 cents per 
letter. There would be a saving to our company of 15 cents on each 
shipment made for our account under this new bond. 

There is an example of some very lucrative, I think, postal business 
that is going some place else and it will make it hard for us, hard for 
others, but [ hope we will be ingenious enough to stay around. I do 
not think it will accomplish anything, so far as the postal deficit is 


concerned. 

1 want to Say further that I have a serious question whether ec. 0. d. 
transactions are actually ben go handled below cost. In addition to 
the arguments on cost ascertainment that you have heard, I think it 
erossly unfair. 

In the case of c. o. d. thev break the transaction into three parts and 
COST eat h part separately, instead of taking the entire C: cd d. transac- 
Won asa unit. developing the cost on that and determining whether if 
Ss paving its way on that basis. We think, obviously, that there must 


me economy in ha idling one transaction for a 60-cent fee as 


against handling three transactions for three fees totaling 60 cents, vet 


e Post Office accounting system breaks it down. 

Further I want to Say this, that the operation of the c. o. d. service 
results in large balances of mone, constantly in float which the Gov 
ernment has the use of without interest payment. In the case of the 


Postal Savings System the Department says that the interest earned 
on deposits is more than sufficient to pay the 2 percent to the depositors 
and the cost of the system. And it seems to me that interest if cred 
ted on c. o. d balances would st bstantially Increase the revenue at 
tributed to this service. The banks take that into account on their 
money services. You have a money-handling service here on which 


Tye Post Cthice should use the same accounting method. 
senator Cartson, Can vou give any idea as to what these balances 


a 2 . 4 ; 
Mr. Rontyson. I cannot estimate it. In our own company I ean say 


that the amount constantly in float is very large and the aggregate 
must run into a very great deal of money. 

We submit that these things, first. the cost of the c. o. d. transaction 
is already as high as practicable and, second, that a further increase 
will price oO t of existence a Services that is widely used by small-busi 
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oncerns in marketing thei produ tsand will) 


rly reflect revenue and cost of c. Oo. da. transactio 
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venience Many 


stomers, and, third, that he Cost ascertainment system does hot 


fourth, that the 


it the Post Office Department views the servic from the tandpo I 
rdministrative convenience and fails to take into account { ilue to 
i | business and COnSuMmers, 

\ ¢ say, therefore, that no further increase sho d be made 1 0. a 

or rates which form a part of the c. o. d. transaction, and that 

Lt INnahkIng powel should be retained by (¢ oneres where thre ntrere 

nall busmess and consumers mav be properly considered and 
inated 

I should Inke to include my prepared statemel the record 
Phe Caiman. That may be done. 

i rie prepared statement of Mr. Robinson } is follow 
OF SIGMUND A, ROBINSON, TREASURER REAL SILK Hosiery MILLS 
INDIANAPOLIS, IND 
Sigmund A. Robinson, of Indianapolis, Ind., treasurer of Re : 
Mill Ir whose principal office and main manu 1 gp s 
that cit We manufacture hosiery and various othe ems of wearll 
el at our own plants in Indiana, Georgia, and Miss ssipp Other ite 
iie for us by independent manufacturers in \ e hroughout the 
nished merchandise is maintained in a central ento t Indlianay 
Sale is accomplished through orders obtained by le en « in CO) 
heir homes and places of business. Shipment is | lire 
li rh ype to the custome If the i ‘ ! i. | 
rder entered, shipmet rde « ; 
ise all classe if except second ¢ the spe ‘ 
duct of our | n W e tl etic which 1 } ‘ ithe 
‘ itters of concern to u V state ent Ww be confined t the propos 
I he ¢ ect on ce ( ‘ \ il the - el 
( ma culate interests able t Lprpe I tha ye { t 
proposed } eC] he « d vice are unor ed \ re 
rt se ill in hey ck the me and mone ake ! 1) 
efore this ce I Tres I > iit lint vou Ww h thei ws and the 1 I 
hie sed if y sails re lin he «.o, d. service are adoy | 
| | nt land nvolves ps ‘ f three fe 
d- or fou postage; (2) the o. d. fee eu nd (5 
‘ ‘ I ll t ] t e a aul COLE ted l ] ‘ 
Keach of tl ee Tees was ! nt ‘ 1 1 
e i? ‘ ‘ i ( dad. trnnsa nh Ww dra 
1 toda 1 COS lo ser l-pound 4 a 
6 ) ' =e 44 sr OO nt f ] S } 
| Office | | i roved b Tt‘ 160 cer 
‘ is We Before the 1049 rate incr ‘ f i ‘ 
wound package d t the W rg n p ‘ R 
( Buildit in this sare t\ d. for $2.50 o7 We co 
{ In t event of tl f th ISS 1 d 
ll. it ‘ d cos ct Compal is witl | \ li 
f 50 cents Tor | e distance 
( 1 if tl ! now ch ged j I ~ ht i é | 
1 ses if e would renae ! ‘ | bi 
} heny s } the House Post Of ( - C 
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‘ nderstand h ‘ | ervice rhe ‘ ol I 
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end that tl I he er re} ited s I er Greene) 
! ng l-order he V place else, y 
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Under the system and methods used by the Post Office Department, c. 0. d. 
transactions entail trouble and effort, and are not popular with most post office 
employees, and it is not unnatural that the Postmaster General who has spent 
his business life in the Department should have these views. However, the atti 
tude of the Postmaster General on this subject points up very forcefully the 
fact that the Post Office Department is apt to regard a matter of this kind 
from the standpoint of administrative convenience rather than the needs and 
convenience of mail users and the public and why Congress should not, as 
proposed in the pending bill and H. R. 3312, delegate to the Post Office Depart, 
ment rate-making power over the special services. 

Because of the high cost of c. 0. d.’s, many of the larger and better established 
concerns doing mail-order business have, as indicated by the Postmaster 
General, discouraged ¢. 0, d. transactions, and some have banned ¢, o, d.’s entirel) 
it should be taken into account, however, that these concerns are not a fair 
cross-section of the enterprises delivering merchandise to the consumer by mail, 

It may be that no one dealing with Sears, Roebuck or Montgomery Ward has 
hesitancy about paying for merchandise in advance, and their volume is so great 
that they can afford to forego the business which might be obtained if ¢. 0. d 
transactions were encouraged. In addition, their facilities for handling credit 
accounts are such that those who wish to defer payment have only to fill in 
and return with the order a convenient form to apply for credit. The people 
who buy from concerns like Marshall Field, Abercrombie & Fitch, Nieman 
Marcus, Burdine’s and other famous department or specialty stores who promote 
mail-order business have either charge or checking accounts. 

The Postal Guide, in discussing the ¢. o. d. service, says: “The c. o. d. service 
is an ideal means of shipment where the shipper does not desire to extend credit 
or customers do not wish to pay in advance, * * The c. 0. d. service is 
widely used by business concerns in marketing their products. 

It is pertinent to inquire what type of business concern relies on the ¢. 0. d. 
service and the circumstances which cause people to pay a large extra amount 
of ¢. o. d. cost rather than send in their check in advance as suggested by the 
Postmaster General 

The type of concern which uses the ¢«. 0. d. servi extensively is from a 
relative standpoint small business, and for the most part very small business 
In 1950, with a sales territory comprising all of continental United States, Alaska 
and Hawaii, our total volume was $138,000,000-$14,000,000. This is very larg 
in comparison to most of the concerns who ship ¢. o, d. yet it is infinitesimal ir 
relation to the largest mail order houses whose volume figures are stated in 
billions, and small in comparison even to leading department and specialty 
stores in large metropolitan areas 

Typical of the business that relies substantially on the ¢. 0. d. service are 
the thousands of small direct selling companies and small mail order enterprises 
many of whom operate on a sectional or regional basis, and who often handle 
single specialty product, not infrequently one produced in a home workshop ot 
kitchen. The word “small” might appropriately be inserted in the languag: 
above quoted from the Postal Guide, and the last sentence of the statement 
amended to read: “The c¢. 0. d. service is widely used by small business con 
cerns in marketing their products.” 

There are a number of reasons why small business concerns making mail deli\ 
ery need ac. 0. d. service: (1) They have no facilities for extending credit or ser\ 
icing charge or installment accounts; (2) Customers may hesitate to pay i! 
advance of delivery when dealing with concerns or salesmen with whose standing 
and reputation they are not familiar; (3) In the mass market, a large percentag 
of customers do not have personal checking accounts, and it is usually incon 
venient to procure a money order or other form of remittance. 

From the side of the consumer, the privilege of being able to pay the postma! 
on delivery has proved of sufficient value to the millions of people who do not 
have checking accounts and who want something for which they either do not 
wish to pay in advance or are unable to pay in advance, and eannot buy o1 
credit, that they have been willing to pay a very considerable extra amount 0 
c. o. d. cost. 

There is serious question whether ec. 0. d. transactions are actually being 
handled below cost In addition to the arguments concerning cost ascertai! 
ment advanced by other classes of mail users, in the case of the ec. 0. d. servic 
it should be considered that under the system in use the full revenue derive: 


2U.S. Postal Guide, ch. 14, art. 11, p. 80 
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rom the ¢. o. d. transaction is not taken into account but only the ec. o. d. fee. 
As as result, in 1949 three increases were pyramided on each c. 0. d. transaction. 
We do not think it is fair or accurate cost ascertainment to divide a single ¢. 0. d 
insaction into parts and cost each part separately. The analysis should be 
he basis of total revenue on the transaction as against total cost of the 
nsaction, and on this basis it probably would be found that'¢. 0. d. is payins 

s way There, obviously, are economies in handling one transaction for, let 
a 60-cent fee, as against three transactions for three fees aggregating 

irther, the operation of the c. 0. d. service results in large balances in float 
hich the Government has the use without payment of interest In the case 


e Postal Savings System, it is claimed by the Department that the interest 


leposit balances is more than sufficient to offset the 2 percent paid to ce 
ors and the cost and expense of operating the system If interest were 
co. d. balances, it would substantially increase the revenue attributed 
wcordingly, submitted (a) that the cos or the ¢ Oo. ad. Transaction 1s 

high as practicable: (b) that a further euse will price 
ea service widely used by small business concerns in marketing their 


and inconvenience many customers: (c) that the cost ascertain 





dort ot tairly reflect the revenue and cost of ¢ 4 tri 
Post © e Department views the service om the standpoint 
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I il taxpavel 
I ] ' - 4 
hey are QIscussing special services. 
ve, therefore, recommend that the Congress should authorize and instruct 


Postmaster General to make rates for registered mail, insured mail 


they list all of the special services including ec. o. d. 
would make each of these services self supporting 
In H. R. 2945 as it passed the [louse and was before this committee 


the adjournment of the Eighty-lirst Congress, that appeared in 


it is also, of course, in S. 1046 to hereafter give the Postmaster Ger 


ti aul Ority Lo adjust all rates in special services up or down So as to 
ike at all times the special services self-supporting. 
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Mr. Roprnson. The figures that vou gave would show the 87 inillion 
deficit last vear, That shows income, just the c. o. d. fee itself, no 
other element of the c. o. d. transaction, does it not’ That is purely 
the Ci. Oe al. fee and does hot take into account anything else. 

Mr. Larimer. That is correct. 

Senator Burier. 1 would like to ask a question. There will be a 
deficit even if all of these rates are upped, according to this bill 4 

Mr. Larimer. An over-all deficit in the Post Office Department. 

Senator Burter. How much 4 

Mr. Larivwer. The difference—we are now talking, Senator, about 
net deficit after you take off franked mail and so forth- the net deficit 
using the figure of $361 million which we are using in this committee 
at this time as the present net deficit—this bill with certain adjust 
ments that the Postmaster General can make without legislation will 
yield about $271 million, so that the net deficit, if no further increases 
were made in the postal service, with the enactment of S. 1046, would 
be, approximately, $90 million. 

Some will pay their full way and other will not. 

Senator Burter. We would have to détermine which should do 

hich. 

Mr. Lavimer. On the assumption that the Interstate Commerce 
Commission will grant the petition, I might say that, which is asked 
for, which is an increase of $105 million in fourth class. 

Senator Burier. That would make them all pay their own way. 

Mr. Larower. That is correct. And these special services under the 
schedules here are substantially paying their way. Third class would 
still carry a deficit. Second class would carry a proportionately larger 
deficit. First class would not carry a deficit, except in postal e: rds of 
about S40 > soem We would still have a deficit in postal cards. 

Senator Burter. Then that comes back to my question, why penalize 
c.o. d. and let aa: post- ‘ard peo} ple have a subsidy ¢ ¢ 

The Cuarman. We must bear this in mind, when you come into 
first class you pay them special courtesy and give them special service. 
There is no que ‘stion about that. They come first, always. Whether 
they should pay for that, pay a little something above the others is a 
ques stion we have to decide in our minds. 

Mr. Larimer. May | answer Senator Butler's question directly? I 
am not taking either side of the theory. It ison the theory that special 
service is just what the name indicates, in other words, it is something 
over and laisties the normal postal service. We are saying to a man, 
“We will collect your money for you; you will not have to do it, we will 
do it for you, but we will e xpect you to pay what it costs to do it.” 
Exactly the same thing with the insured mail. We will carry the mail, 
and then if you want to protect it either by an insurance fee or by 
registered mail, we will do it, but you should pay whatever that addi 
tional service costs, 

[t is on the same theory that when a man gets on the train he pay 
his railroad fare and then if he wants superservice he pays whateve1 
it costs, 

Senator Burier. It is special only inname. It is a service rendered 
by the Post Office De ‘partment, 

Mr. Larimer. I say there are two schools of thought on that. Th: 
is the theory of the Hoover Commission in making its report, since it 
Was a special service the user should pay whatever it costs. That wa 
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» theory of the House in passing H. R. 2945, bee — put it in. 
Mir. ieriteh iN. I wrote Mr. lme ndorf of the Heller Co., who was in 

iarge of the task force on this point and he did not want to comment 
it: salad he thouelht it was an interesting point and should be ot 

terest to Congress 1 

Thank you very much, gentleman, for giving me this opportunity 

» present the case for the ¢. o. a. service. 

Phe Cuarman. I thank you. 

We will next hear from Mr. L. B. Whitehouse. 


STATEMENT OF L. B. WHITEHOUSE, VICE PRESIDENT, MORTON 
MANUFACTURING CORP., LYNCHBURG, VA. 


Mir. Wurrenousre. Mr. Chairman, and members of the committee, 
ume is L. . Whitehouse. [am vice president of Morton Manu- 
ring Corp., Lynchburg, Va. 

We have been engaged for more than 30 years in the manufacture 
i distribution of toilet preparatiol 5, tood spec lalties, Havorings, 
‘hold produets, and simple medicinal products for home use. 
We trade under three sales divisions, namely: Blair of Virginia, 

( hap Stick Co.. and Snow White Products Co. | 
Products of Blair of Vireinia are distributed in 35 States through 

ndependent dealers who sel] direet to the consumer, under what 1s 

known as direct or house-to-house selling. Chap Stick, a product for 
hay ped lips, Chap ans, a hand cream especially prepared for men, 
and Sofair, a specialty for women to use in shaving with a razor, are 
roducts of the Chap Stick Co.. sold Nation-wide through the whole- 
ile and retail arug trade. Snow White produ ts are designed toserve 
the needs of a special group of users and are sold through the 
olesale and retail trade, syndicate and specialty stores, 
Sales of our products are predominantly promoted through the use 
f the postal services, 
In appearing before vou today I feel that I am representing that 
ery large and Important segment of our national economic strue 
ire known as smal] business which, perhaps more than any other, 
lds within itself the estabhi shing, maintenance, and preservation 
f the great American system of personal initiative and free enter 
rise, 
In reviewing the postal-rate readjustment bills now before Congress, 
e feel that the great principle of “equal rights to all with special 
vileges to none” is being violated. 
Che impact upon any business that must subsist upon use of the 
tal services is severe when confronted with an increase of 100 
reent in the cost of postal cards, an increase that doubles the 
nimum per piece of third-class mail, along with substantial in- 
ises in other ec] ISses, However severe these increases miay he, 
becoming accustomed to such impacts in this day and time, and 
ake our place with others to meet them. 
We are w li ng to accept reasonable and just increases in the effort 


overcome some of the existing postal deficit, after first permitting 


roper charge for certain offices and services re prese nting publiec- 
elfare functions (Sik hy cost should he ra stributed to all taxpavers 


{ should not be paid for fullv by users of the mail) and after the 
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introduction of improved and up-to-date methods of operation of 
the postal system. 

We are not willing, however, to accept the discriminatory, inequita- 
ble, and unjust postal-rate legislation now proposed. 

Round after round of postal-rate increases have already been um- 
posed upon other classes while only token increases are just now 
proposed upon the users of second-class mail. The near-free dis- 
tribution of printed educational matter to the people through news 
papers and magazines can no longer be justified as a publhe-service 
function. ‘Today second-class mail is large ly the distribution of ad- 
vertising matter for private business under Government. subsidy. 
Members of your committee are thoroughly familiar with current 
publications which are largely composed of advertising, with a 
sprinkling of reading matter here and there. 

In his recent special message to Congress on postal rates, the Presi- 
dent of the United States said: 

The excessive subsidies for newspapers and magazines are not only wrong 
they are seriously inequitable. Second class postage rates are close to the 
average level of 1S79, when this class of mail was first established. 

Mailers of newspapers and magazines are today enjoying 1925 rates 
and in the pending bill they are asked to pay only 10 percent of their 
$200,000,000 deficit this year. This $20,000,000 increase is In compari- 
son with $147,571,000 that the users of postal cards, third-class mail 
and the special services are now being asked to pay, plus $145,000,000 
of increases these same mailers paid in 1949 and 1950. We submit that 
such figures are in flagrant violation of the principles of fairness and 
equity. 

In conclusion, we respectfully submit the following: 

(1) That a charge for certain offices and services representing 
public-welfare functions is proper, and that this cost should not be 
fully paid for by users of the mail. 

(2) That the economies recommended by the Hoover Commission 
be made effective to the fullest extent possible. 

(3) That the high increases proposed for third class and the spe 
cial services, as ¢ ompared with the low increases proposed for second 
class, are discriminatory: unfair, and inequitable. 

The CnatrMan. Are there any questions / 

enator Unperwoop. I would like to ask Mr. Whitehouse a ques 
tion: Do you think that the American Legion magazine, the Farm 
Bureau Federation magazine, church publications, and fraternal pub 
lications should pay the full rate of postage equal to what the cost 
ascertainment figures would show to be their proportion of the Post 
Office cost ¢ 

Mr. Wurrenovse. Perhaps, they would be under this public-wel 
fare funct ion, Inasmuch as thev are more or less nonprofit, charitable, 
or religious institutions or publication: 

Senator Unperwoop. Do you think it is proper to exempt them ? 
You said there that the second-class mail was not paying its fair share. 
I would just like to know what vou mean by that, if vou think that 
those publications should be charged the full postal rates as based on 
the cost-ascertainment figures of the Post Office Department. 

Mr. Witrenovsr. My thought would be that there would be cer 
tain exemptions and differences made between a magazine such as a 
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religious magazine and other magazines, such as Life magazine, Good 
Housekeeping, House and Garden, and so forth. 

Senator Unperwoop. Let me ask you this further question. 
think that the New York Times, when it is shown by the figures pre 
sented here, that a 200d percentage ot its newspapers are colIng to 
libraries, universities, and subscribers of that kind should pay its full 
cost? Do you think it performs a public function to the people of the 
country that justifies a rate in the mail that is possibly lower than the 

ost-ascertalnment heures that have been presented by the Post Ollice 


Do you 


/ 


Department ¢ 
Mr. Wuirenouse. | would hot take the position that the New York 
Times or other hewspapers should be subjected to greater increases 


than is now proposed for third Class. | think they should be assessed 


their yroportronate share of the increases in comparison to third ela 
\fter all, third class serves a public function, in my opinion, that 
comparable to hewspapers. 

Senator UNperwoop. Do you think it is superior or equal to that of, 
ay, he New York ‘Times Or sone of the leading mavaZzihes of the 


ountry ¢ 
Mr. Warrenouse. In my judgment, the sending out of third-class 


matl to the outl vine districts ana to the people H large Sas much 


of a public function as the distribution of newspapers. 
Senator Unperwoop. That is all. 
The CHarrman. Are there any further questions? If not, w 
thank vou. 

Mr. Wurrenousre. Thank you very much. 


The CHairnMan. We will next hear from Mr. Edward F. Dinan. 


STATEMENT OF EDWARD F. DINAN, FASHION FROCKS, INC., 
CINCINNATI, OHIO 


Mr. Dinan. Mr. Chairman and members of the committee, [ would 
ke to submit this statement for the record and just highlight the 
tatement. 

You will find in n \ report an elaboration of some of these things 
that I want tO say. 

I do want to emphas ze t] 
We are manutacturers of women’s cLresses ina We use the 
he 48 States. We 


iat we do business completely through 


ils to recruit our representatives throughout 1 
onduet our business completely through the mails and by ho othel 
means, 

Our fiscal volume in the last 9 years increased from 806,000 ship 
ments per year to 1.951.000. That is an increase of 142 percent. 

Our total postage expenditures increased in this period from 
$376,740 in 1949 to $1,197,958 in 1950. This is an increase of 218 per 
ent. 

In the same time our materials cost advanced only 143 percent, and 
our labor cost advanced only 174 percent. And, as an aside, I find 
that, in the table 41 of the cost-ascertainment system issued this week, 
the ec. o. d. transactions, nationally, 1949, were $73,841,000, and they 
lecreased by Ld percent in 1950, after the rate ine rease, tO S65 110.01 Mi). 
l just wanted to vel that into the record, if ] might. 

{nd we feel that we are a practical working example of the share 


hich business such as ours and customers of Sle Ih busimess il ours 
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have paid toward the cost of running the Post Office Department. 
And we are a practical example, too, of how disproportionately some 
of these rates, as they are set up, if they are set up unscientifically, 
can work on businesses and customers such as ours. 

There is a proposal, for instance, to obtain $7,461,000 more inc. o. d. 
revenue per vear. The table of increases for this class of service as 
shown in S. 1046 should obtain this revenue on an equitable basis ac 
cording to cost from all users. If this table were in force mm 1950, 
our company and our ¢ a rs alone would have paid $68,230 more. 
This is Just a whisper under | percent. 

I do not think that the Post Office Department would hold by any 
means that our companys and our customers represented | percent of 
the total c. o. d. volume. 

I want to point out that, perhaps, sometimes a mathematical con 
vernence or possibly a lack of devotion on the part of some Post Office 
Committee or some postal employee who is given the task of arrang- 
ing these charts of rates might be subjected to mathematical con 
venience in making some of these tables come out, and if there is to 
be an increase we feel that such increases should be within the powel 
of the Congress and should not be left with the Post Office Depart- 
ment. That is one point we want to make, 

Another point is that if rates are increased in the e. o. d. services and 
not increased completely scientifically, then burdens may fall with 
undue weight on people who poss! th ly are paying their full share of 
the burden now. 

Qn third-class mail, if there are not any questions on ¢. o. d., we 
paid out $96,473 in 1950 for a group of mailings that we use in our 
business as our initial contact. I think this isa ort phic illustration of 
what third-class mail means to small users. If a $10 increase per 
thousand can effect a business ane ours which is ine atively large. 
the smaller user of the third-class mail will fined the condition whic h 
I am going to explain now os more predominant than we do and 
will also cause the small user to think several times before he uses 
some of these lists 

In the vear 1950, as I] said, we paid S98.473 in third-class postage. 
At the suggested rate of increase, we would have paid 819Y.946, 

An increase like this will eliminate from possible use an important 
number of mailing lists now in use or which might be used in the fu 
ture. Our marginal list, which cost us $40 per thousand in the mail 
now, would increase to Sd50 a thousand. On those lists, for example. 
with a history of sales of maybe a ratio of $7 for $1 per thousand 
mailing invested, an increase of $10 in cost per thousand would, i 
all probability, make these lists unprofitable to us. 

So, they are not just round shallow figures. This actually takes 
place when a business such as ours and, particularly, small business 
buy their mailing lists from mail-list brokers. They have a history 
of the sales on that list and a history of complete costs on the list. 
And very often, when the margin of return is 2.75 to 3 percent per 
thousand, $10 per thousand in additional mailing costs can very quick 
ly preclude the use of that particular list if it is marginal. 

The ST sales ratio to $1 cost ratio is not extraordinary at all. And 
the smaller the business the less likely the business is able to handl 
such a list, which means that, if you take $50,000 worth of that kind 
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of mailing lists, it Can very well project Into a million dollars’ worth 
of sales that somebody does not vet. 

] think that a company like ours could stand a quarter of a cent 
ind still allow us to use some of these marginal lists. We would lose 
juite a few of them if the rate went up one-fourth, but there are many 
ompanies, smaller than ours, who could not stand it, I know, and 
their sales would decrease. The suggestion has been made here that 
they would possibly find some other medium for their activity. 

[ cannot for the life of me think of what it would be, because they 
ive mail-order organizations. It would mean that they would have to 

mngee their entire businesses, And many ot these people do not 
mderstand any other business. I do not think there is an alterna 
tive for them. I think there is only one thing to do and that would 
eto get out of business. 

It will hurt us seriously, but I think it would hurt smaller businesses 
even more seriously. 

Phe Cramman. Your paper will be made a part of the record. 

The statement of Mr. Dinan 1s as follows:) 


ATEMENT OF Epwarp F. DINAN, REPRESENTING FASHION Frocks, IN¢ 
CINCINNATI, OHIO 


Mr. Chairman and gentlemen of the committee, my name is Edward F. Dinat 
[ appear in the interest of Fashion Frocks, Inc., of Cincinnati, Ohio, where I am 
gaged as director of sales promotion 
We are manufacturing retailers, with plants at Cincinnati, Ohio: Hamiltor 
Ohio, and Greeneville, Tenn, Our products is women’s dresses, and our entire 
tput is marketed through part-time representatives who ca on consumers 
their homes 
Ail of our transactions with these representatives and our customers are 
indled through the United States mails, and we do business in all the 48 States 
The postal rates which are the subject of these hearings are of important 
neern to our company and our customers, For the year 1950 our total postage 
for all services was $1,197,938, which was 11.2 percent of sales. Of this 
ount, we recovered approximately $485,000 from our customers through the 


o. ad. arrangements on our orders This total expenditure compares with 
37,011, or 8.1 percent of sales in 1948, which was the year previous to the last 
ase in postage rates At the rate of increase proposed in bill H. R. 2982, 
ould have paid approximately $1,862,640 in the year of 1950. This is an 


rease of 13.7 percent and would have amounted to 12.7 percent of our sales 
tur physical volume in the last 9 years has increased from 806,000 shipments 
vear to 1,951,000. This is an increase of 142 percent. Our total postage 
vpenditure has increased in this period from $376,740 in 1941 to $1,197,938 in 
0. This is an increase of 218 percent In the same time our materials 
advanced only 148 percent and our labor cost advanced only 174 percent 
No matter how confidently the Post Office Department presents its theoretical 
ires, we feel that we ure a practical working example of the share which 
sinesses such as ours and the customers of such business have paid toward 
cost of running the Post Office Department, and we are a practical 
xample, too, of how disproportionately increases in postal rates actually atfect 


h businesses and eustomers 


Bill H. R, 2082 proposes, for instance, to obtain $7,461,000 more in c. o. d 
enue per vear The table of increases for this class of service, as shown in 
he bill, presumably should obtain this revenue on an equitable basis, according 
ost, from all users If this table were in force in 1950. our company and 
customers alone would have paid 868.230 more in ¢, o. d. fees This is just a 
sker under 1 percent of the entire additional revenue to be raised It would 


juire only a few more than a hundred companies like ours to pay the entire 

crease 

Surely, by the broadest theory, the Post Office Department cannot deduce that 
company and our customers account for approximately one one-hundredth of 
the ¢. o. d. revenue collected each vear. 
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If this table is supposed to demonstrate justice in cost proration and rate 
making, and if it is supposed to be consistent with the object of raising additional 
c«. o. d. revenue of $7,461,000, it widely misses the mark, and most probably it 
favors the Post Office Department. What the table really demonstrates is that 
the c. o, d. service is to be priced on the basis of what the traffic will bear, and 
not on the actual cost of handling in particular brackets. It shows, too, that 
the element of mathematical chance can act in such an arrangement of figures 
to work an extreme injustice on certain groups of users. 

Clearly, this table was not scaled on the basis of getting additional revenue 
from brackets of c. o. d. users who are not paying their full share of actual 
cost now. The range of rates either was concocted on the basis of nathematical 
convenience, and let the burdens fall where they may, or it was developed with 
inadequate consideration by people who were not dedicated to doing the job 
scientifically. 

The most significant indication which this table gives to businesses like ours, 
however, is that the authority for postal-rate making in any classification should 
not be placed with the Post Office Department If the Department is put into 
the position where it must make the service self-sustaining at all times, and the 
Department is so desperate to make ends meet that it must arrange the rates 
by any strategy that will raise the money, some unfortunate people very 
probably will be unduly and severely hurt. Final rate-making authority must 
remain with the Congress, 

But we don’t want to appear willing to settle for that alone. We feel that 
the “special services” never can be made self-sustaining without placing at 
excess of burden upon users who in reality may be paying even more for the 
particular use they are making of the service than it actually costs the Post 
Office Department to provide it Actual cost figures are on our records as 
clear evidence of the exhorbitant share that businesses and customers like ours 

l. revenue. We respectfully ask the Congress to give 


ure now paying c, oO. ¢ 


syinpathetic consideration to the plea that we be spared the burden of payin: 


} 


eveh more, 


rHIRD-CLASS RATES 


We also ask your consideration of our position in the matter of third-class 


rate increases n the year 1950 we paid out $96,475 in third-class postage for a 
group of mailings that we use as our initial contact in the recruitment of a large 
number of our representatives. At the suggested rate of increase we would 
have paid out $192,946 for this postage. This is an increase of 100 percent 
When an increase of that magnitude is about to take place in a cost factor i 
any business, it is advisable to bring the factor into the broad daylight and 
examine it from stem to stern In our business an increase in the cost of third 
class mail has even greater significance, because third-class mail forms the iu 
vestinent basis of one of our vital business operations 


The proposed increase in third-class rates would eliminate from possible ust 
an important number of mailing lists now in use or which might be used in the 
future Qn marginal lists which cost us $40 per thousand in the mail now, th: 
eost would increase to S50 per thousand. On those lists for example, where the 
istory of sales ratio might be $7 for each S1 per thousand of mailing invested, a1 


increase Of S10 in cost would in all probability make the lists unprotitable to 


ust \ ratio of 7 for 1 is not uncommon on a large number of mailing lists bein: 
used today It is simple arithmetic to determine that a $96,000 added mailing 
cost in this end of our business can canse us to forego using seed capital which 
could project into a million dollars’ worth of sales. The point to be emphasized 
here is that we are talking about a million or more dollars’ worth of sales that 
usinesses like ours won't get each time we must forego the investment of mail 
ing list money because of a prohibitive third-class postage rate. Applied to a 


businesses like ours, the proposed increase will undoubtedly mean the loss of 
many millions of dotars’ worth of business and a consequent loss to the Gover! 
ment of many times more taxes than will be collected in added postage. More 
ever, the Post Office Department will lose the volume of mail and revenue fron 
such mailings that are not used 

As qualified anthorities have testified recently before the Interstate Con 
merce Commission and have also testified in previous hearings before = th 
committee, the rates for postal service project themselves in our national ecor 
viny in more complicated ways and to a much more important extent than ¢ar 


» 


be apparent on the surface Businesses like ours furnish but one example of the 


degree to w h important sales vo Hine is dependen Upon rensonuble postare 
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rates. It would be impossible to measure the tremendous economic and social 
benefit which can be lost by permitting these rates to go higher. We respectfully 
isk the committee to give these points weighty consideration in forming opinions 
yn the pending postage bill. 

Thank you. 

The Cuarmman. What was the increase that you stated? I would 
like to get that again. 

Mr. Dinan. Our physical volume in the last 9 years has increased 
from 806,000 shipments per year to 1,951,000, an increase of 142 per- 
cent. Our postal expenditure increased 218 percent. Our labor 
cost advanced only 174 percent. Our material cost advanced onlv 
l45 percent. 

The CuatmMan. You doubled in your volume of business from 
R06.000 to 1.951.000, 

Mr. Dinan. It would be the same proportionate percentage. Our 

iterial costs were advanced. 

Phe CuaimMan. Do you take the exact cost that you pay in mail 


/ 
urges 


Mr. Dinan. Yes, sir 

Phe CHairrMan. Do you take the exact amount of increase in 
bor 4 . 

Mr. DINAN, Yes. 

Phe CHatrMan. What you paid labor, the total amount paid labor? 
Mr. DINAN. That is riaht. We have taken our total fivures for 
jose comparative years. One of our largest percentages of increase 
that 9 year period h is been the postal service, The only cost that 
. heavy er WAS the percentage ot overhead wl lt h 1) cl to be absorbed 


ch was due to eXpansion., Everything else is relative—the postage 


ere ase. the materials costs. and labor costs, 
Che Cuairman. You have done a good job on the assembly line 


regard to vour labor costs. 
Mr. LIN AIN « We have made suggestions To the Post ( hie e Depart 
} } 


tina friendly fashion Ol everal OCCASIONS, al at] ey have been 
eptec| 1] a friend]y fashion, und have show) hem that even 
rh in some departn ents, order filling departments, where the 
labor cost Has advanced by 100 pereent, the aetual costs of 
ndline the orders have advanced only 25 percent, which ows that 
volume the costs should hot rise relatively. 
Phe CiamMan. I imagine that you will find vou will be paving 
ore to the post ottice that is, for stalips for n all ne charges 


your imcrease in volume of business is ( loser home, 

Mr. Dinan. I would not be surprised. 

Senator Pasrorr. Do you suggest that the authority to make ad 

tments within certain of these classificatior be removed from the 
Post Othiee Department and be taken back into the (‘ongress / 

Mr. Din iN. I understand that it is with the ¢ oneress now: that 

not with the Post Office Department, and that the Post Office 

Wepartment wants it. And I claim that, if the present recommenda- 


is an example of their science in arranging rates, | would not be 


ery ene ouraged by it. 

senavtcol PASToORE. Could not the ¢ OngTeSS set 1 rt |  certal table 
hin which they must operate ? 

Mr. DINAN. | think the Congress sho ild. I would feel more con 


nt 1f the task remained with Congress that is. the responsibility 
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remained with the Congress—rather than be given to the Post Office 
Department, which may be faced sometime, in ‘desperation, with meet- 
ing revenue and would determine to raise rates and obtain the revenue 
where it is most easily obtainable. And not necessarily where the 
greatest burden of cost is. 

Senator Pasrorr. Then, of course, the converse of that is true; it 
takes a long time to get things done through the Congress, and in- 
equity would exist for a long time. 

Mr. Dinan. I think, if the proper examination of the system were 
made in the first place and if an effort were made once and for all to 
get as much science into this thing as possible, that a lot of these 
inequities would disappear; and I think, too, that the more scientific 
they try to make it the lower their costs ultimately will be. I think 
everybody would be more satisfied. 

Senator Pastore. Do you think that the classifications with relation 
to one another should be scientifically examined ¢ 

Mr. Dinan. I certainly do, with an idea as to what does cost the 
most and which is paying the most, percentagewise. of the total reve 
nue. I certainly do. 

Senator Pasrore. I agree with you on that. 

Mr. Dray. I think we are a reflection of an unjust burden of cost 
falling our way when we are expected to pay, on the basis of 1950, 1 
percent of the entire additional revenue to be raised in c. 0. d. I do 
not think there is any theory to dispute that. 

Senator Cartson. On that point just raised by Senator Pastore, | 
noticed in section 11 of the proposed bill that the Postmaster Gen- 
eral is authorized to prescribe by regulation from time to time the fees 
which shall be charged by the postal service, and then it mentions 
specific services, and among them is collection-on-delivery service. 

I have been rather “gg aga to that provision, because I thought 
it might be helpful; but, in view of the statement that was made by 
one of the witnesses and the testimony previously by the Postmaste: 
General on collection of delivery. I can easily see where if they wer 
not in favor of some particular service they would make rates that 
would just drive it out. 

o, I think, it is something we need to look into. 

Senator Pastore. You could set down a certain rule of policy. I 
would not give it carte blanche, but vou could prescribe it within a 
certal ce? formul: a that they would have to adopt and use. 

The Cuarmman. I wouk 1 not want to turn it over to him. 

seed there any other questions / 

Senator Dirksen. T want to say to Mr. Dinan I do not believe your 
figures are very impressive in the sense that the disparity between 
9 vears ago and now may have been due, you see, not to having paid 
your share in those days, but I do believe you have a point in the 
scientific ascertainment of costs. Those costs have to be reasonably 
and equitably distr whe and I think there are some intangible factors 
in costs. The very existence of a tremendous distribution organiza 
tion would fadtieate that after you have refined your costs pretty well 
you still have a charge against something by reason of the existence 
of that, ek certainly, it can be done scientifically. And in my con 
sidered judgment I do not believe it has been done. 

Mr. Dinan. Neither do we. 
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Senator Dirksen. I think that is the crux of the thing, so that you 
pay your share for the service you get, plus the business you might get 
because of the potential power of this distribution system which might 
be a rather nominal percentage but no undue burden. 

The Cuatrman. I agree with Senator Dirksen entirely. Of course, 
ve are dealing with matters that will affect the economy of this Nation. 
Of course, we cannot just go into it without knowing what we are 
doing. 

We certainly thank you for coming in. 

Mr. Drnan. Thank you. 

The Cuairman. We will next hear from the Rev. Daniel Schneider. 


STATEMENT OF REV. DANIEL SCHNEIDER, REPRESENTING THE 
MISSION SECRETARIAT 


Rev. Mr. Scunermper. Mr. Chairman and gentlemen, I am Father 
Daniel Schneider, and I represent the Mission Secretariat, an organ- 

ition established to assist in coordinating the work of the approxi- 
mately 5,000 American Catholic missioners working in the under- 
privileged nations of the world. ‘These missioners—priests, brothers, 
uid sisters—labor without salary or any form of financial remunera- 
tion, Their purpose Is to Assist people to be cvood, (rod fearing 

tizens. They establish and staff hospitals, orphanages, old folks’ 
homes, leper asylums, performing, all sorts of works of mercy. 

They are financed by the people of the United States in great part 
through contributions which are obtained from appeals sent through 
the United States mails at third-class mailin he rates. More than 
150 mission societies and institutions that the Mission Secretariat 
epresents must find appr@ximately $10,000 each day, which for them 

a sizable sum. The appea ils are directed to the American people 

their homes, and come to them at such time and under such cireum 
stances that they are left free to contribute or not to the cause of these 
\merican men and women. 

The organizat ion of these societ ies ls simple: expenses are ata min 
num: not one of the 5,000 priests, brothers, or sisters receives a salary. 

We have developed our missions and train missioners on the funds 
hat come through the United States mails. We are grateful to the 
United States Government for the tradition that makes possible third 
lass mail at the rate of 1 cent per piece for postage. At this rate, 
>110,000 1s spent annu illy for third- class mail. 

Now comes the proposal to doub le the rate B. Asa result this group 
f little organizations, which I represent, is suddenly confronted with 

— of an additional outlay of another $110,000 a year. 

We realize the problems that face the United States Congress in get- 
ng a ‘dsdaecan postal budget. We are anxious to go along with all 
other American citizens to play our part. Neve vanes less we feel forced 
(o appear here today to establish the fact that this substantial change 

United States postal policy in regard to third class mail promises 
0 exercise a gravely harmful effect on our work. We feel obliged 
to take exception to the circumstances under which the action is taken, 

‘cause it creates undue hardship for our entire group. 

“Weed circumstances are the following: (1) The suddenness of 
he inerease: (2) the time of the ine rease (when so m ny of our sup 
orters suffer from the high cost of living); (5) the special needs 

our fields of labor at this period, 
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I request the honorable members of this committee give considera- 
tion to two points: (1) The undue hardship created at this time, as 
explained above; (2) the possibility of allowing to our group, due 
to the noncommercial and charitable nature of its work, a position of 
privilege. 

The postal laws for years have granted a special privilege to or- 
ganizations such as ours for mailing our publication at a special rate 
under the second-class regulations. We suggest an extension of this 
principle to third-class matter so that we will enjoy a consideration 
we have had traditionally under the second-class postal regulations. 

Senator Pastore. May I ask a question for my information? On 
page 2, the second point at the bottom of the page, the possibi ihty of 
allowing to one group, due to the noncommercial and charitable na 
ture of the work, a position of privilege. I think you brought out 
the fact that last year a bill was reported out by this committee. Would 
that be included as part of those priv ileges th: at were extended’ The 
point is raised of the possibility of allowing to the group, due to the 
noncommercial and charitable nature of its work, a position of privi 
lege. Is that included in that bill ¢ 

Mr. Larimer. I can answer that. It was not, Senator Pastore, in 
cluded in House bill 2945. However, S. 1103, which was the Senate 
bill, as reported to the s late, carl ed { | alled Wainwrieht 
amendment at that time. At that time, General Wainwright was the 
commander of the Disabled Veterans, and that organization pro 
posed it. I think, perhaps, that is what you are thinking about. In 
other words, it used the section of the Internal Revenue Code that is 
used for other exempt-tax purposes that, if it came within that pat 
tern of a nonprofit publication devoted to religious, fraternal organ 
Zi tions, and sO forth, that it would not Rave this increase in rate 
That was in the Senate bill 1103, but was not incorporated in this bill 
here. This is exactly the way it was passed by the House. 

The CnatrmMan. As I remember, that was reported out - this com 
mittee una mene that is, that particul: uw feature of 1 

Mr. LATIMER. That is right. Tl bis cumibeldted reported 46 the Ser 
ate that the third-class would carry that concession, 

Senator Cartson. Are your mailings from one central point in th 
Nation or do you mail from many points? 

Revere iad Scrxemer. We mail from m: iny points, Senator Carlson 
The 150 organizations are scattered from Maine to Florida, across thi 
continent, some in the Midwest, many of them are on the easter 
seaboard. 

The Cuatrman. We thank you. 

Reverend Scunemer. Thank you. 

The Cnamman. We will next hear from Father Nealis. 


STATEMENT OF REV. DONALD NEALIS, C. P., BUSINESS MANAGER 
THE SIGN, REPRESENTING THE CATHOLIC PRESS ASOCIATION 
OF THE UNITED STATES, INC. 


Reverend Nrauis. Mr. Chairman and gentlemen. my name is Father 
— ild Nealis, C. P. Iam business manager of the Sign, a nationa! 

Catholic monthly magazine. Iam here today to present the views of 
the Catholic Press Association of the United States, Inc., on thy 
third-class provisions of S. 1046, 





‘ 
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The Catholic Press Association is an organization of Catholic edi- 
tors and publishers of the United States. It represents 133 news- 
papers with a circulation of 4.2 million and 439 magazines with a 

circulation of 11.2 million. 

Catholic publications spent approximately SST9542 a vear for third- 


lass postage under the rates now in effect. This amounts to upproxi- 
: mately lo percent ot the Post Office Department’s annual receipts 
from third-class mailings. 

: Approximately 92 percent of Catholic publications depend almost 


exclusively on the use of the third-class mailings to procure subserip 
ons and to renew them. Unhke general publications, Catholi pub 
cations cannot atford to secure subscriptions 1 means other than 


rd-class mailings. ‘To double third-class rates would eventually 
educe mailings of Cathohe publications, would slowly but inexorably 
oke off subscribers, and condemn them to a kind of creeping }) iralvsis 


lt eventual death. 

As this committee re Ows, a eood proportion ot the Catholie pre 
}) ibhi hed on beh ilf of charitable Causes, the ire of orphat . { 
elfare of the sick and disabled. the champioi Ing of the poor and 


e workingman, the well-being of vouth, and the trainine of the 


ergy. 

Many of our publications support tHils naries working in the 
[nited States and its Possesslons among Indians, Negroes, Keskimos, 
Puerto Ricans, ana wl ites vho do not enyoy ah average Ameriean 

undard of livui o, hut pubieatio \ 0 ont HuSSIONALrLeS 

din China, J Pith, ind the Paeitie Island Africa and th 
Near East, in Central and South America, and elsewhere through 
e Wo! ld. 


\t the present time, there are almost 8,000 Catholi Americat 


} 1 1 ! 
onaries at work at nome and abroad, Lhese mel wd wom 
iluable as Ame} Can umbassadors of FoO0Ud W 1] They ire pertor) 
y extensive works of charitv and edueation that redound to the cred 
I he | nited sstates Lhe marority of them are supported fy ni » | 
e Cat iolie pres 
‘ ’ ; ‘ 
Che whole religious press mn the | nited stat nas taken root 
LrOW! slowly and steadily because of wise congressional po 
Since Is79 whe n the spe lal seco) a ( lass rate for relio ous Pp by] 
Wil established ch] «| evel until now the Cor oT - ws cont ray 
mision lie The loan . he harof } 1] ‘ 
prudent polley. \¢ reigious press has, therefore, bee e to 


mind and keep up the charitable works that press supports. 


fhis committee has shown a keen understanding and a sincere 


mpathy for the particular position of religious publications. To 
ble now the costs of third class mailings would Ser1ol sly Cl pple il 
{ majority of religious publications. kor many of them third 
iss mail is the lifeline that maintains religious second-class publ 
LIONS. ‘To double third-class costs would cut relio 
from their source of life. To double third-class mai 
ean eventually the disappearance of many religious publications 
ut the policy of Congress has hitherto fostered. 
Che Catholic Press Association, therefore, respectfully presents to 


1S publheat oO} 


honorable committee the relatior ship bet ween t] ird-class rates and 
ond-class rates for religious publications. We ask the committe 








44() ADJUSTMENT OF POSTAL RATES 


to consider the peculiar plight of religious publications when the con . 
mittee fixes, in final form, the rates for third-class matter. 

The Cuamman. Thank you. 

Reverend Nerauis. There is another statement I would like to ju 
submit for the record, because it is for the particular magazine an 


the reasons parallel. D} 
The Cuamman. We will be glad to have that put in the record ti 
(The statement referred to is as follows :) C 

7 ‘ 0 

STATEMENT OF Rev. DoNALD NEALIS, BUSINESS MANAGER OF THE SIGN MAGAzI> 

a 
Iam Father Donald Nealis, business manager of the Sign magazine, a nation 

Catholic monthly publication with a circulation of about 225,000, Our survey . 

show that we reach more than half a million readers each month : 
The Sign is published by Passionist Missions, Inc., a nonprofit corporati C 

in Union City, N. J. Si 
rYPE OF MAGAZINI 0 

. . , > ( 

In our SO-page magazine, the Sign, we cover editorials, current fact and « « 

ment on the national and international scene; we review books, sports, st: I 

and screen, radio and television: we include articles on labor and managemet 

as well as short stories and other subjects of general interest 
Doing this, we contribute to keeping our readers informed on the subjects \ 

of the day by interpreting them in harmony with Christian principles. 

Our advertising income is meager. We are able to publish this type of may 

azine only because it is subsidized by the services of priests on the staff w! 


work without salary. Our net income is used to further charitable and culty ( 
interests of the underprivileged at home and abroad. 


WHY THIS STATEMENT 


The religious publications have already presented to you gentlemen reast 
why we believe vou would want to give special consideration to retaining th: 
present rates on second-class mail for them 

This statement is to give you some information to help you realize the ¢!| 
relationship existing between third- and second-class mail for this type 
publication. 


WHY WE MUST USE THIRD-CLASS MATI 


In order to continue to publish the Sign magazine it is necessary to conti 

new and renewal subscriptions. Last year we averaged 12,000 expirati: 
of subscriptions each month. The Sign does not have the money to advert 
n newspapers for subscribers. We cannot afford to have agents go through ¢! 
country soliciting subscriptions for us. We cannot afford such channels as rad 
and television to reach potential subscribers; so we must resort to promotio 
mailings. We have been able to do this because we use third-class mail. T) 
keeps our line of supply open, as it brings new and renewal subscriptions. In 
dentally, all replies from our third-class mailings come to us through first-c 


vet 
get 


mail. We are also able in our mailings to keep our readers informed of the \ 
we are doing for the underprivileged at home and abroad. 

Last year we paid the post office $45,000 for third-class mail. If we were 
pay a 100 percent increase, this would mean an additional $45,000 a vear adds i 
to our expense. For us this would be exorbitant. We cannot raise our subscri} 
tion price without losing subscribers. We should be forced to curtail our ma 


ings, and this would shut off our source of supply of subscribers. We shou 
fore, be obliged to publish an inférior type of magazine and lessen 
ontent. Thus would we lessen the opportunity to keep our half-million read: 
nformed on the questions of the day, from the viewpoint of Christian princip! 
We should also be hampered in our work for the underprivileged, as our inco! 
would lessen the amount of this work we were able to do. 

We, therefore, request you gentlemen to consider the information present: 
and give thoughtful consideration to the merits of the particular problems 
religious institutions in the field of third-class mail 


there 


The Cuarrman. We will next hear from Father Coleman Daily 
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STATEMENT OF REV. COLEMAN A. DAILY, S. J., BUSINESS EDITOR, 
JESUIT MISSIONS, REPRESENTING THE AMERICAN JESUIT MIS- 
SIONARY ASSOCIATION 


Reverend Dairy. Mr. Chairman and gentlemen, I am Coleman A. 
Daily, S. J., and represent the American Jesuit Missionary Associa 
| tion, with its national headquarters at 962 Madison Avenue, New York 

= The American Jesuit Missionary Association is a national 
organization established to secure ap propriate pub icity, raise funds, 
and protect the interests of the Jesuit missionaries 

Che word Jesuit, to both Catholics and non-C athol cs in the United 

States, 1s intimately associated with educational activities since in ou 
ountry there are 27 Jesuit universities and colleges and 38 Jesuit high 
chools. In addition to this extensive educational program, the Jesuits 
of the United States form the largest body “i home and foreigi 
Catholic missionaries. Depending upon the Jesuits of the United 
States are 969 members of the order who are ac tually in the missions, 
both at home and abroad. 

The activities of the American Jesuit missionaries comprise the 

ial administration of re Hie@ion Nn) what Is termed * ‘bush missions.” 

I] » American Jesuits are also chap ylains at the largest leper colon 1V in 
the aie at Culion, Philip ypine Islands, and several other leper 

Jlonies in trator sritish West Indies: Ceylon; and India. In 

several missionary areas the American Jesuits have taken the initiative 
ee a social program for the betterment of the pepole. | 
r particu larly t to credit unions and cooperatives, as we have them 

4 unaica, British Honduras, and other parts of the world. 
\s in the United States, the Jesuit order, at a tremendous expense 
oney wal parce ularly Miah power, has established lk Various 
Beene read yd ~roe his iia hail and grammar schools. Afte 
e usual 1 > years of Jesuit training. are present: itive number of mem 
ap poin ited to the foreign missions are assioned special studies to 
ecome both masters and doctors in the classics, science, history, 


* 


} 


osophy, and theology. In the fore On countries there are now 1] 
ouegves and 23 high schools under the direction of the America 
Je ts. In the lecture halls of these institutions Jesuit professors 
Xplain academic and scientific courses equal in standard to those of 
own country. 
for instance, in the Philippines we have perhaps not the largest 
a very influential school in Manila. In India we are represented 
Jaipur, Patna, and just recently we have sent over three doctors, 
sters 1n history, mathematics, and english, Phey are to open up 
ollege in Delhi. 


\part from the inevitable formation of cHare ter the students 


I t re 
Ve opportunities ot perfecting themsely ~ ellectua lly SO that 
Vmay become honorable ( itizens ana well saint ‘fed LO ¢ ombat with 


or foreign influences detrimental to the welfare of the row 

ountries. I think you are aware of ie inportance, for instance, In 
the Phil ppihes, 1n India, in the Near East, and the Far East where 
e have our universities, that, if igh ee neuleate a very democrati 
trai ing into these men, they will | ert to thwart off ny Red Com 

unist influence. It is a abies very much in accord with the cul 
tural relations sponsored by the State Department or our owl 
Government, 
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Obviously, the maintenance of this world-wide cultural and social 


program requires considerable financial resources. The expenses, 


however, are at a minimum because the missionaries are religious men 
and, consequently, receive no personal remuneration for their services. 
To raise the necessary funds for the support of the missions there are, 
in various parts of the United States, eight Jesuit missionary direc- 
tors. By taking advantage of the U nited States mails these directors 
have, in the past, been able to secure a very substantial sum of money. 
The appeals sent through the mails are certainly not of a commercial 
nature. They offer the opportunity to citizens of the United States of 
making a moral sacrifice by supporting the worthy cause of the mis 
sions. It is estimated that these eight regional offices expend annually 
$11.400 for third-class mail. In addition, there is an annual expense 
of approximately $7,000 at the national office in New York for third 
class mail, making a total expenditure of $18,400, 

The doubling of this expense would seriously curtail the religious 
and cultural activities of the missionaries. The loss of $18400 would 
mean the normal yearly support of 15 Jesuit missionaries. The same 
sum of money could also be ap plied to a verv profitable investment 
in scientific equipment, for the improvement of buildings, establish 
ment of residences for professors, and so forth. Further, the same 
sum of money could also be well invested in the maintenance of dis 
pensaries and maternity hospitals so intimately associated with the 
work of the foreign missionaries. 

The United States Government officially recognizes the intrinsic 
merits of charitable donations and, one might say, encourages such 
contributions by pe srmitting a 15 percent deduction in the Federal 
income tax. Since all charitable organizations have found the use 
of the United States mail as a very effective means of securing con 
tributions it would seem that the Government, without being preju- 
dicial to its established principles, could grant the said organizations 
an exemption in the use of third-class mail. 

In view of the above statements I will appreciate a consideratio: 
on the part of the honorable members of this committee in granting to 
religious organizations the privilege of continuing to mail third 
class material at 1 cent per piece. 

Confidently, I express the gratitude of religious organizations for 
‘numerous years in which they have profited by the use of third 
iss mail. Should, however, the United States Government decide 
1 | religious groups are to be affected by the new rate then I feel 

I can, w with equal confidence, express a conscientious doubt on 
f these organizations as to whether the small amount of 
o be eal from their mailings is comparable to the moral 
tural loss to be suffered. 


Though my petiti on is formally made in behalf of one Catholi 
missionary organization I sincerely wish to include in my appeal 
the numerous c rotestant. Jewish. and other Catholic mission: ry and 
charitab © nos ni en of the United States who would suffer se 
verely 1f the third-class postal rates are increased. These religious 
organiZati sare contr) buting creditably to the service of God and to 
the welfare of the United States o f America both at home and abroad 

The Cn irMAN. We certainly and you for this information. 

M ! speak tl e wishes of the whole committee that we will 


neo wt \\ hyjure your work, 





1 


{ 
1 
( 
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Senator Caruson. I want to concur in that statement. I think our 
Nation is indebted to these fine people who go out in this service of 
mproving the conditions of humanity and teaching the Gospel of the 
Man that walked the shores of Galilee. 

Mr. Latmer. At this point, following the concluding witness, may 
I place in the record the so-called Wainwright amendment to S. 1103 
of the Eighty-first Congress: 

Except that in the case of circulars, books, and catalogs of 24 pages or more, 

tags, and other devices used in mail sent out by charitable and philan 

ropie organizations, exempt under section 101—6 of the Internal Revenue Code 

the rate shall be 10 cents for each pound or fraction thereof, with the minimun 
rge per piece of 1 cent 

Mr. Chairman, I would seriously doubt if that is broad enoug! 

take care of all of the problems that have been brought up here 
this morning, but if the committee should feel in sympathy with that 


ndment it could be so worded as to embrace the things that were 


( ussed this morning. 

The CuarrMan. I am of the same opinion. We probably will hav 

give that more study. Last year we covered other features, but I 
fear it did not go quite far enough. 

Mr. Larimer. May | place in the record the statements of those 
who were unable to be present in person ¢ 

We have one from the Curt Teich & Co. on postal cards, one from 

e Progress Tailoring Co.. one from the National Association of 
Direct Selling Companies, red Sparling, Chicago, Ill... one from 
the Wilknit Hosiery Co. 

(The papers referred to are as follows:) 


STATEMENT OF NATIONAL ASSOCTATION OF DIRECT SELLING COMPANIES 
WINONA, MINN 


Mr. Chairman and members of the committee, my name is J. M. George 
le in Winona, Minn., and am appearing for the National Association of Dires 
Selling Companies, a trade association the members of which operate in the 
use-to-house fleld 
fhese member concerns handle various lines of merehandise and this method 
listribution is distinguished from all others by reason of the fact that met 
indise handled reaches the consumer through a personal, on-the-spot solicita 
This association has approximately 180 members. There are somewhere be 
tween 3,000 and 4,000 similar concerns operating in the United States. Howeve: 


very substantial percentage of the volume of distribution in this field is handled 
these member companies The problems of these several thousane ] I 
the same as ours and the effect of postal rates is the same upon them as 


member companies. 
None of the companies in this field of distribution fall into the classification of 
big business and it is estimated that, on the average, annual gross sales per cou 
are substantially under $1,000,000, 


OUR BUSINESS USE OF THE MAIL SERVICI 


j this field of distribution there S extensive Se if fir 
i l and post cards Post ecards are used for promotio nd it ease of 
; for recruiting and for servic ey necounts ane ° to ) 
j ¥e@ ed by this hill. third ( lass m I> t} erent 
this field of distribution It is used as the chief ! f 1 ! ! 
ng, and increasing business It is the princi 
ersons and is very heavily used in following up on r¢ tit eff 


te business volume. 
seventy five to eighty percent of ecomy? mies in direct ST ne ke m har 
cel shipments through the post office on a ¢. o. d. basis 
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Parcel post rates are not involved in this legislation but since rate increases 
on that class are pending before the Interstate Commerce Commission that sery 
ice must be mentioned when considering the impact that substantial rate in 
creases will have in the creation of a hardship for us. 


HARDSHIP 


This legislation proposes to double the rate on post and postal cards. The pro 
posed rates on third class will drastically increase our business promotion cost 
and will make a heavy added demand on operating capital resources, each to an 
extent that it is believed that in a high proportion of instances the mail user, 
instead of attempting to maintain his preincrease promotional level, will be forced 
to cut his promotion to the increased burden of the new rates. Add to this the 
proposed increases in the ¢c. o. d. service charge and we have a pyramid of cost 
increases which, in addition to creating the afore-mentioned burdens, sets up 
serious consumer resistance and substantially reduces business volume. All of 
these separate items of added cost applied to each sales transaction can’t hel 
but bring about the claimed hardship which may very well destroy the chances 
of successful operation in this field. 

In the hearings last vear, testimony was given that as a result of the increases 
across the board which went into effect on January 1, 1949, a profit status was 
changed to a loss status, and this condition was attributed to the increases ther 
made in the several classes of mail service. 

The records of the hearings last year show that the 1949 rates, particularly 
in the special services, brought about pronounced reduction in volume of use 
of such services and that the reduction on c. 0. d. shipments amounted to 18.58 
percent in the month of December, when compared with the same month of 1948. 

During 1949 and 1950 our companies actually experienced substantial con 
sumer resistance directly attributable to increased postal charges. 

At the present time we are in the process of going under ceiling price regu 
lations. These ceiling or maximum prices are going to be set and established 
prior to the time any new rates could go into effect by reason of this legislation 
This means that the sum of the increases borne by a seller will come definitely 
out of the seller’s mark-up margin. They were not in the World War II 
emergency and without much question they will not this time be permitted 
be passed along to the buyer. 


CONGRESSIONAL POLICY 


Is the Post Office Department a public welfare service? Or is it a busines 
institution? Or is it an inextricable commingling of both? 


Before a sound legislative policy can be adopted or adhered to these ques 
tions must be answered. 
It seems from here that it is primarily a publie service and welfare inst 


tution and that as a byproduct or adjunct which is closely related to the w 
fare angles, there are important business aspects: and that these two facto1 
are, in the case of practically all of the services, so commingled that a1 


ordinary business cost-finding or accounting system cannot be employed as 
basis for making rates without sacrifice and disadvantage, either of or to on 





or the other of such factors. In recent vears no witnesses, outside of tho 
representing the Post Office Department, have appeared before these congre 
sional committees expressing satisfaction with a system of basing rates o1 
so-called apportioned cost. Mail users invariably assert that such a cost bas 
is unfair and in most cases contend that at no time have proper and ad 

te facts been advanced upon which a proper rate-making structure « 
he set up 

This is not a eriticism of the Post Office Department. The fault lies in failu 


to establish a rate-making policy which takes into consideration the fact tl 





the postal service is primarily a public service and that the Post Office Depart 
ent wo id have to be carried on if all business uspects were removed, 
Another point which seems to be of great importance on the question 

policy is that this service to the public the important consideration. It 

the nonuser of the business services, in other words the general public, whi 


is entitled to first consideration. 
rhe pattern of services which the Congress has built into a public servi 


originally intended only for letter mail has resulted in the creation of tf) 
se . 


isiness use of the service and this business used is part of the service to t 
public which it desires and which it should have. 


ui 
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This is a consideration which should be the controlling element of rate making. 
There is a feeling in some official quarters that ¢. 0. d. service should be 
jiscontinued. This is a complete disregard of public convenience and public 
service. 
It has become popular in some quarters to charge business mail users with 
ippearing at these hearings for the purpose of protecting a subsidy. This, of 
nurse, results from calling the difference between postal revenne and postal 
come a deficit It comes from disregard of the fact that the Post Office 
s primarily a public service. It is a disregard of the fact that the Post Office 
Department, being a public service, is not and cannot be operated on the basis 
non Which business is operated. When a business mail user is charged with 
yromoting a subsidy, the uneconomic practices and features in the postal service 
vhich are present because of the public-service angle, are entirely disreg: rded, 
If the Post Office was a business concern it would not operate upward of 40,000 
< branches at an enormous loss This is only one illustration of mi; 
others which could be made which prove that the postal service is not a 
ess institution. 
it is not a business institution then there is no such thing as a deficit. Publi 
service is properly chargeable to general taxation and not to a small minority of 
public, which because of a pattern set by postal legisla 


hon uses the st rvice 
business purposes 

Postmaster General Donaldson has definitely requested the Congress to 
either increase rates or “take the heat off’ him about deticits This is just 
nother way of requesting Congress to establish a realistic policy based upon 
a true assessment of the public and business factors of the postal service. 

We urge this Congress to start a movement for establishment of a policy in 
rate making based upon full recognition of the public service and the business 
service upon a sound consideration of all of the facts and figures, and giving 
due credit to the fact that the Post Office Department would have to be operated 
is a public service even though it furnished no business service or facilities 

This entails the setting up of expert, efficient, and possibly independent means 
of making a complete study of the Post Office Department and its affairs, and 
of ways and means of effecting economies which could be brought about without 
lowering the very high standard of public service which the Department has 
always maintained. It can safely be said that in the mind of the general public 
there is no governmental department which has been so worth while as the postal 
service 

The Government maintains other departments which are essentially public 
service departments and the cost of maintaining these departments is never 
referred to as a deficit. It is looked at for what it is and is charged to general 
taxation. 

EFFECT ON THE GENERAL ECONOMY 


Hundreds of thousands of business concerns will be drastically affected if 
the proposed rates should be put into effect. The proposed increase in rates, all 
coming at one time, creates an impact in cost of operations which confronts any 
substantial mail user with a dangerous situation. Furthermore, this impact is 

ultiplied Where the business concern is an extensive user of several of the 
services, 

There is no telling what effect such rates would have upon the general 
conomy. This whole economy may be endangered for the sake of wiping 
out or reducing what is called a deficit and one which has been more or less 

storical. Certainly if this legislation should have anywhere near the effect 
predicted in the House committee minority report on H. R. 2945, the reduction 

appropriations by several hundred millions of dollars would be very poor 
mpensation, Therefore, we are of the opinion that it is unsound, unrealistie, 
nd dangerous to make across-the-board rate increases of a drastic or substantial 
mount at any one time. 
he Post Office Department is not in competition with the Treasury Depart 
nent. What might be bad for the revenues of the country is certainly not good 
for the Post Office Department or for the public. The postal service 1s only one 
part of a great entity, all of which entity is designed and intended to work for 
he best interests of the whole public. 

rhere is sound foundation for the fear that the imposition of these steep 

creases will so affect thousands of business concerns that the result will be 
reflected in Government revenues from the taxation of business to a point in 
xcess Of any resulting reduction in appropriations to the Post Office Depart 
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RATE-MAKING POWER 


It is proposed in this legislation to give to the Post Office Department the 
power to establish rates on special services. This power is equivalent to the 
power of taxation. It is the type of power that can be used to inhibit or destroy 
and should not be delegated to an administrative body not directly responsiblk 
to the people. It would seem that the chief reason for such delegation is in the 
interest of convenience. 

It seems obvious that testimony before the House and Senate committees 
during the past 3 years rather clearly indicates that the ¢c. o. d. service is 
unpopular with important personnel in the Post Office Department. The c. o. d. 
service is vital to thousands of small business enterprises in efforts to build up 
their business (and this is not limited to ec. 0. d. service alone). Delegation of 
rate-making power to the Department sets up an opportunity to charge the 
service out of existence either gradually or precipitately. 

An agency which not only controls the cost of operations but has the power 
to allocate these costs should hardly be permitted to have the rate-making 
authority, and certainly not without notice and hearings, and with the right of 
appeal to some other totally independent agency, such as the Interstate Com- 
merce Commission. 

Figures are already available showing a substantial reduction in ¢c. 0. d. ship- 
ments and nothing is known to contribute to this reduction except the rate 
situation, 

The Post Office Department is primarily concerned with the immediate prob 
lems of operation rather than with the broad business and economic aspects of 
the over-all situation. The Congress, on the other hand, is vitally interested 
in the over-all picture and in the furnishing to receivers of mail the conveniences 
and benefits afforded by the c. 0. d. service, particularly in small settlements 
and rural communities in thousands of places where there are no banks, no 
railroads, and no express service. 


SUMMARY 


1. That the proposed rate increases on post and postal card, third-class mail, 
and ¢. 0. d. service, all of which are extensively used by our companies, would 
create for them a pyramided hardship which may very well be fatal to all but 
the largest well-established coneerns. 

2. That such rates will substantially reduce business mail volume resulting 
in reduction of revenue to the Post Office Department and seriously affecting 
thousands of owners, administrative and production employees of the com 
panies affected, 

». That the impact of the proposed rates could bring about the necessity for 
the discharge of thousands of postal employees. 

i. That the proposed rates set up a dangerous threat to the general econom) 
of the country. 

5. That the effect of business-mail-rate increases upon the receivers of mail, 
or in other words, the general buying public, may be very detrimental and this 
should be the paramount consideration. 

6. That the use of the mails in buying merchandise tends toward creating 
market parity for the rural population with urban residents and this is a publi: 
service which should be encouraged, 

7. That the primary purpose of the postal service is to promote the genera] 
public welfare and convenience and that business mail is a byproduct of th: 
main purpose which, however, contributes to the public convenience. 

s. That an apportioned cost rate-making basis cannot be equitably or realis 
tically applied to this by-product factor in the postal service. 

9. That if business is “rated” or “priced” out of the postal service the deficit 
will be increased unless a wholesale reduction in postal employees, equipment 
and overhead is achieved, 


10. That steep and sharp rate increases are economically unsound and par 
ticularly in unsettled and emergency times such as the present. 

11. That rate-making powers should never be given to an agency having within 
itself the capacity of complainant, prosecutor, judge, and jury, this being equiva 
lent to taxation without representation and denying a day in court. 


oO! 
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RECOM MENDATION 


It is respectfully recommended that before any rate increases are established, 
he Congress cause to be made a complete independent study by experts of the 
tire postal-service situation and that the results of such study be used 
1) For establishing a realistic and businesslike cost and accounting system. 

») For establishing a long-range legislative policy on postal rate making 
(c) As the basis for instituting economies. 
I wish to thank you for this opportunity to appear here and express our views 
the subject matter. 


ait 
Respectfully submitted. 
J. M. GEORGE, 


General Counsel, National Association of 
Direct Selling Compan 4 Winona. Vin 


STATEMENT OF FRED SPARLING, CHICAGO, ILL. 


following facts are offered in support of the private picture post card 


turers’ contention that the l-cent rate of postage should remain at 


on both the Government postal card and the private picture post card 


In order to distinguish between the product of our manufacture and the card 


it by the Government, we manufacturers of private picture post cards 


to our product as the “Private picture post card,” which cards have depicted 
| nature pertaining to cities, towns, and hamlets which 


reon scenes of a local 


ke them useful, not only as a means of correspondence, but also in attracting 
| revenue 


tors to the localities depicted on the cards and bringing additional 


V ~ 
These cards 


these localities by virtue of the revenues received from visitors 


stores, drug stores, 


n small towns and hamlets in remote parts of these United States, in the 
] 


res, at prices ranging from 1 cent per card to three cards 
upon being purchased, must have 


purchased at newsstands, dime stores, hotels, variety 


trv general sto 
nickel These private picture post cards, 
penny postage stamp affixed in order for them to be carried through the United 


States mails. 
fhe other classification of mailing card manufactured, distributed, and sold 


Government at post offices all over the country, is sold at 1 cent each 


ilete—ready for mailing 
In the testimony brought up at previous hearings on similar bills to H. R 
82, und again in the Postmaster General’s recommendations to the Committee, 
ime of private picture cards compared to Government postal cards that 
heir way into the United States mails is approximately one private picture 
ird to every four Government postal cards. Based on weight, the pre 
ne OS Lt rate on pr Vate pieture post eards nets the Post Office appros 
$1.34 per pound, making it one of the highest revenue-producing items 
ed by the postal department 
2> legislation was enacted increasing the postal rate from 1 cent to 
h private picture post cards only Kighteen months later this legis 
epealed because the net revenue to the Post Office Department at 
f arrying the cat throustl he lil was less than that previous 
ed at 1 cent per card. This experiment proved disastrous to the private 
post card mat! facturers by rtue of the tnet that ur volume arVoy ed 
Ximately 50 percent, necessitating the laying off of help and curt ent 
perations, and we private picture post card manu turers were i bad 
Che Post Office Department’s revenue at 2 cents per card was less than 
revenue previously received at 1 cent per card. In other words, not 
did the private picture post card manufacturers lose money, but the Pos 
e Department as well 
In previous hearings, particularly the hearings on H. R, 2945 bill to readjust 
fal rates, held in 1949, the Postmaster General and other members of his 


made claims to the effect that it was necessary to increase the postage rate 
both the private picture post card and the Government postal card. They 
ferred that it cost the Government 2.6 cents to deliver a private picture post 
rd or Government postal card through the mails. This statement was subse 
iently broken down to the effect that the cost of the manufacture, the distribu 
, and the cost of selling of the Government postal card was included in this 
ire of 2.6 cents each. In other words, the Postmaster General erred in pre 
| 


enting his facts as to the cost of delivering the private picture post card through 
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the mail, as certainly there is no cost of manufacturing, distribution, ete., to 
the Government on the private picture post card. The revenue received by the th 
Post Office on the private picture post card is 1 cent net, applied strictly to the 
carrying of the card and its delivery to the recipient. 

In the recommendations of the Postmaster General for increases in postal 
rates and fees, which were submitted on February 28, 1951, to the Honorable 
“am Rayburn, Speaker of the House of Representatives, the Postmaster General 
brought out the fact that more than 4,000,000,000 penny postal cards are used 
for purely commercial or advertising purposes. This amounts to a subsidy, 
borne by the taxpayer, which is directly beneficial to a certain class of users. In 
other words, the Government supplies the paper, the printing, the cutting, the 
boxing, wrapping, transporting, cost of selling to the ultimate user, and the for 


warding of the card through the mail, all for the privilege of receiving 1 cent of b: 
revenue per card, which in the case of the private picture post card is net tl 
revenue for carrying the post card through the mail only. n 
As manufacturers, we have been faced with many increases in costs over the 0 
past few years. We know, by virtue of our own cost figures, that the Govern 
ment cannot purchase the cardboard (which, incidentally, in the case of the n 
Government postal card, is a very expensive piece of cardboard) do the printing, n 
the cutting, buy the boxes, band and pack the cards, do the wrapping, pay the f 
freight necessary to ship the cards to the multitude of post offices all over the 0 
country, puy the salaries of the people whose time is taken in selling these cards, r 
and carry the card back through the mail to the ultimate recipient, for 1 cent 
per card. a 
In the testimony given before the Postal Committee hearings on H. R, 2945 in l 
1949, figures were given out by the Post Office Department to the effect that the I 
Government postal card costs 70 cents per thousand cards for the printing and 1 
the paper. Nothing was said as to the cost of packaging and transporting them f 
to the point of sale, nor was any mention made as to the costs involved in the ‘ 
selling of the cards, etc. These costs, we assure you, are considerable. Another i 
Thing that we would like to mention at this time is the fact that paper costs, f 
box costs, carton costs, freight costs, and practically every other cost has gone : 
up considerably since 1949, at which time the Postmaster General, in his hearings 1 
before the Postal Committee, taking testimony on H. R, 2945, indicated that the 
Government Printing Office had already notified his Department to the effect 
that the 70-cent price on a thousand cards was being increased because of added 


costs on paper and printing. At the present-day paper and printing costs of the | 
Government postal cards, this cost alone to the Government would be at least | 
three times the cost quoted in 1949. To these costs must be added the costs ot 

cutting, boxing, wrapping, freight to post offices all over the country, cost of 

selling to the ultimate user, and the forwarding of the card through the mail. 

We would like to go partially along with the Postmaster General's recom 
mendations and recommend that Government postal cards, the majority of 
which he indicates are used for commercial and advertising purposes, should 
be paid for the same as the customer pays when purchasing private picture post 
cards. <A parallel to this suggestion can be found in the fact that the Post Office 
Department has for some time been charging for stamped envelopes, which are 
purchased by the user at a fixed price for the envelope, plus the cost of the 
postare. 

In other words, we would like to recommend that the Post Office Department 
make a charge covering the costs involved on the Government postal card to reim 
burse the Department for the manufacturing, distribution, and selling costs in 
volved, and leave the postage on both the Government postal cards and the pri 
vate picture post cards at 1 cent each. This, based on the Postmaster General's 
own figures of more than 4,000,000,000 postal cards, should return to the Post 
Office Department the major portion of the additional revenue be requested from 
this class of mail 

We again would like to call attention to the fact that the Post Office Depart 
ment supplies all the cardboard, printing, cutting, boxing, wrapping, transpo! 
tation to the point of sale, selling to the ultimate user, and finally delivering the 
Government postal card back through the mail to the party to whom it is ad 


dressed, all for the cost of the postage alone, while in the case of private picture 


post cards the customer buys the card and mails it for 1 cent each, which means 
that the Post Office has a net revenue of 1 cent per card. We know of no other 
parallel situation in which the Government is actually underselling private in 
dustry, taking manufacturing, distribution, selling, and postage into considera 
tion as in the case of the Government postal card versus private picture post 
cards 
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In the request made by the Postmaster General in support of his theory that 
he increase in postal rates on private picture post cards and Government postal 
cards will return the added revenue necessary to make up the deficit in this 
particular class of mail, we believe that the arithmetic used in arriving at the 
tigures that have been given to substantiate the necessity for the increase will 

iil to accomplish the purpose intended by virtue of the fact that there will be 


1. resultant decrease in volume on both the Government postal card and the 
private picture posteard. This reasoning is substantiated by past experience, 
otably the experience encountered in 1925, wherein the private picture post card 
manufacturers suffered approximately a 50 percent reduction in volume. with 
resultant loss of revenue to the Post Office Department 
It would seem that the Post Office Department could increase their revenues 
by helping to increase the volume of private picture post cards being sent throug 
he mails because, as we have already pointed out, the private picture post cards 
net the Post Office Department approximately $1.34 per pound, making 
f the highest revenue-producing items carried by the Postal Department 
In light of the crucial times ahead, it would seem that every effort should be 
le to help keep private industry operating at a maximum, because of the 
necessity of the tax revenues needed by our Government for building up our de 
ense production. Certainly, nothing is to be gained by reducing the volume 
ir industry and causing our revenues to decrease, with the resultant loss of tax 


evenues 





With regard to the private picture post card, we would also like to bring up 
ther fact which poses a serious problem, insofar as expense to the Post Offic 
Department is concerned. Many years ago, in cooperation with the Post Office 
Department, we instituted, in the stamp space provided, the inscription “Place 


l-cent stamp here.” This inscription appears on literally millions of cards which 


are on the shelves of distributors and retail outlets all over the country, | virtue 
of the fact that many scenes are printed in large editions because of manufactur 
ng economies, which cards take many years to be sold and disposed of, and cor 

fusion would re n in post oflices a over the country, and the dead-letter offices 
would he piled high with cards bearing insufficient postage, which cards could 
not be returned to the sender as post cards do not carry a space for the return 


lress of the sender 


rhe private picture post card is utilized throughout the United States as 
liun ( ttract a rs ! nal parks I } =} nes 
n King fan edueatiol rie ‘ } tic ried y rres] 
ence Many people at i ‘ rtieular } eh the medium 
the picture cepicte the } ep re post eat It directly so, by 
the o t i gr t¢ ~ o tl nea rks I his shri es res 
he! ed reve t i ee] ed Sta Sty mie 
Wi Wo a l nis = t 1 | tr Thre fri | } S Lput 
| ‘ 4 ? ‘ 1 ly ‘ t ¥ \ } Cys } sands f 
ors ! i \ | d State ¢ 
re el € h f ‘ i] I ] t May I l Sstril rs 
ind retailers dey LD ‘ I ey ! ) 1 } ¢ items for 
the Iver hoor in ¢ Cl ras t I he ney ( np oO 
I \ e pi I pos ad } ( en : 
di 1 rous eXperlel ‘ ] ffi S f Y ~ 
mversety 


(sreenfield. Ohi () Du ‘ . o means t 
handise is sold house to house by lesp ( We have been in business 
ox { VY a) VEAl ) S I I I I} ‘ SPVeET } 
espeon le el] r QO hos 9) Cel of hom st niv I he ire 
{ e, mal of the bye | SEWLVE cle y persons, | ped p le 
widows nd mothers eeking ( Wgn I suthcie ne Our ¢ tact 
With these people is y | I 
Our salespec ple sen . cit tor rv to be shipped by 1 dire to 
their customers and over half of these shipments are c. 0 The o. d. fee 
nd the money order fee ure charges { the customer t a \ the postage 
ant ne 


Prior to January 1. 1949. the « o. ad ee nour avel t rder (So.J0) was 
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2U cents, and the ec. o. d. shipments which were refused and returned to us 
amounted to approximately 6 percent of our sales. On this same order after 
January 1, 1949, the ¢. 0. d. fe. Was raised to 25 cents, and our refused ©. 0. d.’s 
have been approximately 11 percent. In other words since this increase of 
c. 0. d. fees, an additional 5 percent of our ¢, 0. d. sales are refused and returned 
to us. Please bear in mind that I stated that the average order was $3.25: 
there are many orders that amount to less than $2, and there are Inany orders 
that amount to more than $5 or $10, in brackets where the ce. o. d. fees are still 
a noticeable part of the purchase, 

We use third-class mail to obtain our salespeople. Prospective salespeople 
receive from us by third-class mail printed literature describing our selling 
Set-up. These prospects may sell various other lines and may not take on our 
line at that time, some may take it on later. It is a continuous process to obtain 
salespeople. More expense cannot be put into the method of obtaining them, 
Simply because the average amount that each person will sell is small because 
as I said before, most of them are housewives, ete., selling only in their spare 
time. As a matter of fact, Many are people who have difficulty obtaining 
employment elsewhere because of handicaps. 

If the third-class mail rates are raised. there is no question but what it 
Will prevent many people from securing information about erchandise lines 
Which they might handle in their spare time. In other Words, it will reduce 
the number of our Salespeople because we Will be unable to solicit and recruit 
us many persons to take the place of those who “die out.” Some members of 
the committee. may say “In other words it Will hurt your profits.” That is 
absolutely correct. It will hurt our volume, it will hurt our employment, it 
will hurt our profits. That is exactly what I am apprehensive about. 

The Post Office’s cost of handling incoming first-class Inail for our company 
is not nearly as great as the cost of handling other first-class mail. A clerk in 
our local post oftice recently estimated that he could sort our incoming first-class 
mail about five times faster than other incoming first-class mail. This is be- 
cause a great majority of our incoming letters and orders are mailed in our 
own printed and colored envelopes. These printed and colored envelopes are 
Sorted out of incoming mail in large humbers, simply by thumbing through 
bunches of mail. This is undoubtedly true in many other post offices when it 
comes to business mail, because many business mail firms supply printed and 
colored envelopes to their thousands of customers and salespeople, I don’t 
believe that Mr. Donaldson takes this into consideration in his 
ment figures. Here is another way in which our firm 
for the post office Which does not show up in the figures. 

We use penny post cards to notify these Salespeople about once a week of sales, 
changes in prices, etc. Too, the penny post card is used extensively by prospects 
to write to us asking for information on our selling set-up. Doubling the penny- 
post-card rate naturally will increase our cost of doing business, and force us 
to curtail the use of post cards. 

We are now operating under ceiling prices. We cannot raise our prices when 
operating costs go up. Yet, if postal rates are increased, it will definitely have 
an effect on the prices of the country. We do not manufacture. Manufacturers 
are able to reflect their costs in their prices of their products. Manufacturers 
costs are effected by postal rates, because the mails are used by them not only in 
conducting their business but also by their Suppliers of everything which they 
purchase. Raising postal rates will he another step toward inflation. 

I hope the committee has read the Statement made by James J. Doran, who 
Spent 44 years in the mail service, and who was the Department's chief inspector, 
and was Director of Budget and Planning before retiring in 1949. He criticized 
the Department and said it is on weak sround in trying to convince anyone that 
postal rates should be substantially increased. He further said that 94 percent 
of the Nation’s 41,000 post offices located in smaller communities and having 
small receipts always have and always will require a subsidy. 

By way of decreasing the operating costs of the post office may I suggest a 
rough idea as to how the post office might make even more money on first-class 
mail. Under the present first-class system, a person is required to purchase 
Stamps from the window, aftix the stamps to the envelopes, deposit them in a 
Slot; a clerk then gathers them up, arranges them in proper order for eanceling 
the stamps, runs them through the canceling machine, then sorts the letters by 
States preparatory to tying them by hand in bundles for sacking. 1 propose a 
small coin machine in the lobby where a person may secure pennies and change. 
A coin-operated meter machine is located hearby where a person can insert his 


cost-ascertain- 
and others save money 
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letter in a slot, drop in the proper change, and the proper postage is printed on 
his envelope. Then he deposits this envelope in a slot which is labeled for the 
proper State corresponding to the destination of his letter. Then all the clerk 
needs to do in this case is to gather the letters from the boxes of the different 
States, quickly tie them up (with a tying machine), and throw them in the sack 
Chis method would eliminate the printing of stamps to a large extent, and the 
time of someone having to stand at a window selling stamps, the time of 
ering and arranging and canceling the letters, and the time of sorting them by 
States. Of course, it would require approximately 48 slots from which a per 
sou must choose the proper one in which to drop his letter but this would only 
mean an area of about 6 slots wide by 8 slots in length. 

[wo years ago a few members of the House Post Office Committee inferred 
that this type of business may not necessarily be a desirable industry 
country because, as one or two members of the committee stated, it is c 
with local retail stores that pay taxes and help sustain their local comn 
It is understandable that a merchant should feel perturbed when he sees some 
one going from house to house selling products which he himself handles. How 
ever, his sincere concern blinds him to the fact that perhaps this sales). 
ives in his own community or nearby. 

The only difference between the salesperson and the merchant is that the 





merchant has a store and the salesperson does not. Should a person be penalized 
for not having a store? Even if the salesperson is from out of town doesn’t the 
merchant welcome people who come into his stores from out of town? The me! 
chant collects his purchase price, keeps so much as his profit, sends the rest to 
his source of supply to pay for the merchandise. The salesperson does the same 
thing. 

The rest of my testimony pertains not to postal rates but to our method of 
doing business. This is for the interest of those members of the committee who 
are concerned about this method of doing business. 

House-to-house selling has in many ways built up markets for new types of 
merchandise. House-to-house sellers are missionaries in the selling field and 
really a benefit to the local merchant 

Instances of this pioneering work which has carried over to the benefit of 
merchants are: General use of hosiery as an everyday article of wear; vast exter 
sion of the rural use of toilet articles, spices, and flavoring extracts: general and 
wide use of aluminum ware; extensive use by housewives of labor-saving appli 
ances and equipment. 

Many sales contacts of house-to-house salespeople result in no sale. Never 
theless they create interest in the merchandise which often results later in a 
sale by the local merchant. 

The following is the written opinion of Judge James Montague, sitting in the 
fourteenth district court of Minnesota, hearing a case involving the arrest under 
au city ordinance of a house-to-house salesman, 

“Selling from door to door is probably the oldest form of merchandising; even 
under conditions today it is a useful, probably a necessary, form of selling 
Often, probably in most Cases, the first money really earned by boys in towns is 
earned by selling flowers, fruits, vegetables, nuts, berries, papers, and maga- 
zines from door to door in théir neighborhoods. It is reliably stated that over 
one-half of all Bibles sold are sold throngh solicitors or agents: innumerable use- 
ful articles now almost universally used and sold through stores would never have 
been on the market were it not for the introductory work done by traveling 
solicitors and peddlers. The thin-blade razor probably would never have been 
known but for the peddler. The writer bought one from King C. Gillette in 1902 
when Gillette was going around with one pocketful of razors and the other full 
of stock, frantically trying to get a foothold for his invention 

“Even the manufacturers of expensive articles find it necessary to resort to 
this kind of salesmanship. General Electric is but one of these. Vacuuin 
cleaners and many other articles were put on the market in that mannet 

“So lam not impressed with the argument that door-to-door selling or mer 
chandising in the way the defendants are doing it, is an evil that must be stamped 
out.” So says Judge Montague 

In closing I might add that I happen to know that the officials of many of the 
direct-selling companies of this country give much of their time and money in 
supporting community welfare activities as well as national welfare organiz 
tions. We are called upon constantly to assist in these many and various 
activities 
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I sincerely appreciate the privilege of having my testimony considered. I com- 
pliment the committee upon its willingness to hear any and all witnesses. Most 
of us realize it is becoming a tiring process. 





STATEMENT OF Ernest G. Knort, Vice PRESIDENT, ProGRESS TAILORING Co., 
CHICAGO 7, ILL. 


Mr. Chairman and gentlemen of the committee, my name is Ernest G. Knott. 
I am a vice president of the Progress Tailoring Co., Chicago, Ill., a direct-selling 
corporation, selling made-to-measure suits, topcoats, and overcoats in all the 
48 States, the District of Columbia, and the United States Territories. 

We depend entirely on the postal services to carry On our normal everyday 
business operations. Therefore, it is only natural that Senate bill 1046 now 
under Consideration by your committee is of vital interest to us and to the 
many thousands of our customers who are involved in any change in postal-rate 
schedules. 

In this statement we will point out the far-reaching effects that the rate 
changes advocated in this bill and companion bill H. R. 2982 would have on our 
business, and how it would discriminate against the rural customers who must 
depend largely on the use of postal services to procure what they need. 

First, however, I would like to explain that we feel very strongly that Congress 
should not relinquish rate-making powers for the special services. We feel 
that to give this authority to the Postmaster General would be most unfair to 
all mail users, for it would deny them the opportunity to protest a rate increase 
which might conceivable result in considerable hardship. 

This is no reflection on the admirable qualities of the present Postmaster Gen- 
eral, but the millions of people using special services of the Post Office Depart- 
ment are entitled to have any proposed rate changes considered only by Congress, 
and not have such rate changes arbitrarily imposed upon them. 

Now let me give you some facts pertaining to the difficulties and new burdens 
that would be encountered by us and by our customers should the rates proposed 
in this bill become effective. 


POSTAL AND POST CARDS 


The bill proposes to double the present rate on post cards. We use post cards 
extensively in acknowledging orders, notifying customers of shipments in order 
to cooperate with the Post Office Department in facilitating the prompt accept- 
ance of orders shipped by parcel post. We are also extensive users of post-card 
mailings to promote sales. To continue the same use of post cards would add 
over $8,000 annually over present costs on this one item alone. Anything as 
drastic as a 100-percent increase in post-card rates wonld necessitate a substan- 
tial curtailment of this type of service by us, with a resultant loss of revenue 
to the Post Office Department. 


THIRD-CLASS MATI 


Third-class mailings are used extensively by us to recruit salespeople to sell 
our merchandise and also for sales-promotional purposes. Our use of third- 
Class mail is directly responsible for considerable additional revenue to the 
Post Office Department in first class, fourth class, money-order fees, and insured 
fees It cannot be considered as something entirely unrelated to other post- 
office services. The proposed rates in bill 1046 would add approximately $10,000 
annually to our third-class costs, 

We have, therefore, in projecting increases in postal-card and third-class 
rates, a combined total of $18,000 over existing annual costs 

Our company, in the entire 55 vears of its existence, has always conducted 
business on the principle that it is only common sense to keep prices at the lowest 
possible level. This is sound economic reasoning and was never more true than 
in recent times when we have made very special efforts to maintain our price 
levels in the face of an inflationary spiral by absorbing as much as possible the 
many added expenses in the cost of operation. 

To absorb additional costs, particularly postal-rate increases, would indeed 
create a hardship on our company and would result in a radical change in our 
method of operation. We may be forced to offset this increase by a drastic 
curtailment of our present mailings and frankly, gentlemen, of what use are 
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increased rates if they result in a substantial drop in volume and consequent 
loss of revenue to the Post Office Department ? 

Perhaps the larger mail-order companies can better absorb these proposed 
increased costs, but business in general is made up of thousands of small com- 
panies such as ours, and it is these companies who will unquestionably be hurt 
the most. 


Cc. 0. D. MAIL 


Unfortunately, the foregoing is only half the story. Our customers will suffer 
even more from the pyramiding effect of increased postal rates. The great major 
ity of our merchandise shipments are made by parcel post, ¢. 0. d. to our Custom 
ers. The postage, c. o. d. fee, and money-order fee on such shipments are paid 
by the consumer. The annual increase under the proposed ¢. o. d. rates alone, 
and based on our present volume of business, would run into the rather stagger 
ing total of $55,000 over present rates. Please bear in mind that this additional 
cost is borne by our customers, and is apart from the figures I have given you 
on our own increased cost of operation 

I might also mention here that, in addition to this increased cost to our ¢ 


tomers, they may be faced with additional expense if the petition of the Pos 


Office Department now before the Interstate Coumerce Commission results in 


increased fourth-class rates, 

We have price ceilings to keep prices down—we have under consideration pro 
posed postal-rate increases which would, in effect, force the consumer ordering 
by mail to pay more It doesn’t make sense and certainly discriminates against 
those in rural areas who, unlike their urban cousins, must rely almost entirely 
on the mail services to tuke care of their everyday living requirements. To these 
people, therefore, increased postal rates become a penalty, for they do not have 
the option of ordering through other channels such as is afforded those in larger 
towns and cities. 

If the Post Office Department is a public-welfare institution, and how can it be 
considered otherwise when every man, woman, and child in the country must rely 
on it every day of their lives, then surely it should be operated as such, and above 
all emphasis should be given to the service it performs rather than to the ques 
tionable necessity of the branch of service it performs being required to pay its 
own Way, independent of the other services which, after all, are all integrated 
Consideration must first be given to the individual who must use the mail services 
and not to impose higher rates at a time when his income ts frozen by Govern 
ment regulation and when higher costs would only aggravate his very real and 
difficult problem of meeting the already high cost of living 


Gentlemen, I do not know the solution to this problem I do not like the word 
“subsidy,” but in this case it may be the answer. Certainly, I do not feel that 
higher postal rates is the answer In submitting the views of a typically small 


business concern I hope that I have been helpful in your deliberations, and T would 
like to request that this statement, made on behalf of my company, be entered in 


the record of the current hearings on this bill. 
STATEMENT OF Curr TEICH, JR., PRESIDENT oF Curt TrIcH & Co., INc., CHIcAGo, Itt 
Honorable chairman and members of the committee, my name is Curt Teich, 


Jr., president of Curt Teich & Co., Inc., Chicago, Ill, manufacturers of private 
picture post ecards In behalf of my company and fellow manutacturers of pri 


vate picture post cards, we feel that a great danger to our industry is impending 
I refer to the increase in postage that has been suggested to your committee to 
raise the present postage on private picture post cards from 1 cent per card to 
2 cents 


Kor the purpose of clarification and so that no confusion will result, we will 


refer to our product as the private picture post card which you purchase at 
newsstands, dime stores, hotels, variety stores, drugstore nd, in s Lh ( 
in remote parts of these United States, in the country general store, at 1 nt 
each for the post ecard, which is then mailable with the affix ot l-cent stamp 
The other classification of 1 iling card for tuture reference we w ( é 
Government postal card, on sa at | ted States post offices at 1 cent ¢ 
cr ete—ready for 1 I 
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In 1925 a postal committee decided to increase the postal rate on private pic- 
ture post cards from 1 cent to 2 cents per mailing. Notwithstanding objections 
from those affected, the rate was increased. We might say out of respect for 
the judgment of that 1925 committee that this increase was a new venture, with- 
out any past records for comparison, and it probably was worth trying. But, 
gentlemen, it didn’t work. 

The volume of all private picture post card manufacturers fell off almost 
immediately, necessitating laying off of help, curtailing of all operations, and we 
private picture post card manufacturers were in a bad way. After a year, post- 
office statistics were available on the new rate of postage and definitely showed 
that the revenue from private picture post cards was less at the 2-cent rate of 
postage than it had been at 1 cent. These postal figures accurately coincided 
with the production and sales of the private picture post card manufacturers. 
Our production was cut approximately 50 percent. 

A congressional committee was quick to see our sorry state of conditions, and, 
after conducting hearings in various cities where private picture post card manu- 
facturers were located, the rate was quickly reduced to 1 cent. The experiment 
hadn't worked. With this relief, we manufacturers of private picture post 
ecards gradually recovered to a normal state of business, after a very disastrous 
experience. It actually took us about 3 years to get back to normal. 

During this 1925 catastrophic experience, at first it was recommended that the 
postage for both the Government postal cards and private picture post cards be 
increased to 2 cents each. At the last moment the Government postal card re- 
mained at 1 cent, for some unexplainable reason, for the complete printed card, 
including postage, which naturally was a double strike against the private pic- 
ture post card manufacturers, for not only did the Government postal card 
remain at 1 cent each for mailing, as against the private picture post card’s 2-cent 
pestage rate, but the Government charged nothing for the manufacture of the 
Government postal card, its cardboard, printing, cutting, boxing, wrapping, and 
transporting to post offices all over the country for sale to whomever wished to 
purchase them. 

Now, gentlemen, in 1951 we again are faced with the request of this committee 
to raise the postage on private picture post cards from 1 cent to 2 cents, as con- 
tained in S. 1046. 

Similar legislation On postal increases has been up before your committee in 
1947 and again in 1949, and we private picture post card manufacturers have 
tried to show in past hearings before your committee that we were Carrying our 
portion of the load because we were charging, at the retail level, 1 cent each for 
the cards which we produced for the general public, and all that was required 
of the post office was to sell the 1-cent stamp and carry the private picture post 
card to its destination from the point of mailing. 

In the recommendations of the Postmaster General for increases in postal rates 
and fees, which were submitted on February 2S, 1951, to the Vice President of the 
United States, the Postmaster General brought out the fact that more than 
1.000,000,000 peniy postal cards are used for purely Commercial or advertising 
purposes 

This time we would like to go partially along with the Postmaster General's 
recommendations and recommend that Government postal cards, the majority of 
which he indicates are used for commercial and advertising purposes, should be 
paid for the same as the customer pays when purchasing private picture post 
cards. 

We would like to recommend to your committee that the Government pnt a 
charge per ecard on the Government postal card for manufacturing and dis- 
tribution, and leave the postage of both the Government postal cards and private 
picture post cards at 1 cent each. This, based on the Postmaster General's own 
ficures of more than 4,000,000,000 postal cards, should return to the post office 
the major portion of additional revenue requested and virtually take care of his 
requested increase from this class of mail. 

Gentlemen, we again wish to call to your attention to the fact that post office 
supplies all the cardboard, printing, cutting, boxing, wrapping, transportation 
to the point of sale, selling to the ultimate user, and finally delivering the Govern- 
ment postal card back through the mail to the party te whom it is addressed, 
all for the cost of the postage alone, while in the case of private picture post 
cards the customer buys the card for 1 cent each and mails it for 1 cent each, 
net, to the post office. We know of no other parallel where the Government is 
actually underselling private industry, taking manufacturing and postage into 
consideration, by 50 percent to the ultimate user, as in the case of the Govern- 
ment postal card versus private picture post cards, 
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In past hearings, we have had occasion to hear and to read later in the publie 
committee reports, various statements nt ade by post otfice officials as to the cost 
of production to the Government of the Government postal card. We have never 
been able to get a clear picture from these gentlemen’s testimony as to the actual 
cost of Government postal cards from a manufacturing standpoint, but we do 
know that from some of the figures loosely quoted from time to time, private 
industry, even in great quantity, could not purchase the cardboard, do the print- 
ng, Cutting, boxing, wrapping, and transporting that the Government does at 
the figures they quote. As far as using the latest available cost-ascertainment 
report of the post office to get a clear picture on cost, no separation is made with 
reference to differentiation in first-class mail between Government postal cards 
ind private picture post cards. 

With regard to private picture post cards, we also have another serious probler 
In cooperation with the Post Office Department, many years ago we instituted 

the stamp space provided, the inscription “place one cent stamp here.” 4 

nseription appears on literally millions of cards which are on the shelvy 


dealers and retail outlets all over the country, some scenes the additions 
which take many years to sell and dispose of. Confusion would reign in yp 
tices all over the country, and the dead-letter offices would be piled high with 


cards bearing insufficient postage, which cards could not be returned to th 
sender, as post cards do not carry a space for the return address of the sende 

In the foregoing we have attempted gentlemen, to give your Committee a fort! 
right picture of our problem and a recommendation as to how the Government 
postal card can be made to help pay its way by recovering the manufacturit 
ind distribution cost by charging a definite price per card for manufacturing and 

stribution of the Government postal card, leaving the postage of both classes 
of cards at 1 cent. 

We sincerely hope that these recommendations will merit you 
siderations When the final postal bill is written 


4 


The CHAIRMAN. We will meet tomorrow at 10 o'clock. 
(Whereupon, at 12 noon, the committee adjourned to reconvene on 


Wednesday, April 18, 1951, at 10 a.m.) 
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WEDNESDAY, APRIL 18, 1951 


UNITED STATES SENATE. 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 
The committee met, pursuant to adjournment, at 10 a. m., In room 
185, Senate Office Building, Senator Thomas R. Underwood _ pre 
siding. 

Present: Senators Johnston (chairman), Underwood, Carlson, 
Dirksen, and Welker. 

Also present: J. Austin Latimer, chief clerk and counsel. 

Senator UNpERWoop (presiding). All right, we will come to orde Tr. 
We will call as our first witness Mr. Ed M. Anderson, chairman of the 
legislative committee of the National Editorial Association. 

We will be glad to hear from you. 


STATEMENT OF ED M. ANDERSON, CHAIRMAN, LEGISLATIVE AND 
POSTAL COMMITTEES, NATIONAL EDITORIAL ASSOCIATION 


Mr. Anperson. Mr. Chairman and members of the committee, my 
name is Ed M. Anderson. Iam publisher of five weekly newspapers in 
four counties in western North Carolina and I am appearing here today 
as chairman of the legislative and postal committees of the Nation: al 
Editorial Association, the national trade association of the week lies, 
semiweeklies and small daily newspapers of the Nation, with a tot " 
membership of ap proximately 6,000, These ne Wspapers are located 1 
every State and have a combined circulation of around 14,000,000. 

At this point Il would like to state that I consider it quite an honor 
to have the pleasure of appearing before a committee composed of such 
distinguished members as this committee has, and I should like to 
state that I live just across the State line of North Carolina, only a 
short distance away from the home town of your distinguished chair- 
man, whom we hold in very high esteem and regard. 

As you members of this colmiittee know, most otf the hewspape rs 
that I represent are widely known as the “grass-roots” or small town 
ind rural newspapers. 

I am sure you know that. 

meen itor UNDI RWOOD, ] Wis formerly with the press association 

Mr. Anprerson. And editor of the Lexington newspaper, too, I be 


ePY¢ 
msenatol | NDERW OOD Ye Tt course, \s vou k Ow. oul press associa 
© i afhil ted With thre NIE \ hak Is rieht in Witn 16% in fact. | know 
\ mado represent pract 1 \ il] ol the Sih lle hewspapers ot the 
‘ 
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country. And, furthermore, I think that your dealings with the 
American Newspaper Publishers Association and with the other as- 
sociations are very friendly, and that you are pretty much in accord 
in your sentiment on these matters. 

Mr. Anperson. That is correct, yes, sir. Thank you, Mr. Chair- 
man, for those observations. 

Primarily they are printed and published in towns - less than 10,- 
000 population and serve small town, rural America in which reside 
over 50 percent of the total population. It is canlinas for me to call 
your attention to the generally accepted fact that these newspapers and 
their editors have long been noted for the public service which they 
perform and that they are, as a rule, more interested in public service 
than in making money. 

I appreciate the privilege you have extended in permitting us to 
submit our testimony on Senate bill 1046 today instead of on April 10 
and 11, the dates you designated for newspaper hearings. This is a 
courtesy which serves our convenience and for which we are grateful. 

We have noted with keen interest that the requests from the Post 
Office Department, as provided in Senate bill 1046, for increasing rates 
or — class mailing are considerably more moderate than they 
were 2 or 4 years ago. However, we feel strongly that. these requests 
aun to 100 percent increase in the next 3 years are entirely too 
great, and we oppose the bill on that ground. 

As stated before this committee in the past, we would be willing to 
submit to a reasonable increase of not over 30 percent for a 3-year 
period of 10, 10, and 10, provided : 

i eee ments are made in the operation and services rendered 
vv I Post Office Department. 

2 Ab independent commission is appointed to make a thorough 
study of the Post Office Department to determine and recommend 
economies and national policies. 

At this point, I would like to state and to commend most highly 
Senators Carlson, Johnston, Langer, Dirksen, Butler, Underwood, 
Welker, and Pastore for the introduction on April 12 of the joint 
resolution to provide for the appointment of a joint committee to 
investigate the business methods, operations, rates, and charges of the 
postal services. We heartily endorse this resolution as being a step in 
the right direction and urge its passage by Congress. 

Senator Cartson. On that pomt, Mr. Chairman, I, of course, appre- 
elate and so [am sure do the other members of the committee, your 
statement in regard to a study. As I stated at the time we mentioned 
the fact that we were roing to introduce it and at its introduction, ] 
do not believe any member can sit around this table without feeling 
the need for all of the information we can get on this subject. rt. 
certainly, is a complicated one to start with. And, in addition, it is 
one that needs most thorough study, So | sincerely hope that we ean 
vet a com) lete study as vou have sugvested, 

Mr. Anprrson. Thank you, Senator. And again I want to say that 
we do appreciate your attitude in that respect and agree with you. 

3. Retention of free-in-county. 

t. Equality of treatment of all newspapers in matters of distribu 
tion and postal regulations. 

We disagree with statements made by Postmaster General Donald 
son that nev spapers enjoy a tremendous subsidy from the Govern 
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ment and that the publishing indust ryasa whole is enjoy ing the most 
prosperous period in its history. 

In our segment of the industr y, our volume has just about reached a 
peak and our costs have climbed to astounding and frighte ning heights. 
with the result that our net profits are shrinking to even dangerously 
low levels. To prove this statement, here are the results of an impartial 
national survey made last year by the Weekly Newspaper Bureau of the 
National Editorial Association. The ne wspapers covered by the sui 
vey total dollar income was distributed as follows: Mechanical pay- 
roll, 27.5 percent; all other pay roll 22.56 percent; newsprint, 6.74 
percent ; heat, lights and power, 2 percent; rent 2.99 percent; cuts 
and mats, 2.44 percent; repairs, 1.90 percent; postage, 1.65 percent ; 
circulation, 1.32 percent; travel expense, 1.95 percent ; correspondents 
1.55 percent; ottice expense, 249 percent; misce llaneous e Xpenses ~a.te 


, 


percent; commissions, 2.68 percent 5 discounts, 2.52 , percent; taxes gel 

eral, 1.93 percent ; Insurance, 1.33 percent; interest, 1.23 percent; de 
preciation, 3.75 percent; bad debts, 1.13 penne news ink, 0.77 per 
cent—or total expenses of 93.45 percent, leaving gross profit of only 
6.008 percent, 

I think you will agree that is a pretty narrow profit. That includes 
every newspaper in the Nation and that shows how much their net 
income has shrunk. 

Senator UNDERWOOD. Would you like for me to ask you questions 
now or rather wait until you get through ¢ 

Mr. Anperson. Whichever you pre fer, Mr. Chairman. 

Senator UNpdERwoop. On that point, in the purchase of ne ee rs, 
is it not a practice of a newspaper, unless it makes over 10 percent, 
not considered a very good investment ? 

Mr. Anperson. That is correct; sir. 

Senator UNpEeRwoop. You may proceed. 

Mr. Anprerson. That, I believe you gentlemen will agree, is a very 
narrow margin of profit. This national study was made purely for the 
purpose of giving information on costs of producti on to members. I 
have checked — percentages with my own newspaper operation 
and find that they are typical. In fact one of my companies, which 
publishes two a hewspapers, did cross dollar volume of $84.- 
942.85 in 1950 at a cost of SO 3hL TL. | leaving a @ross profit before 
income taxes of $5,601.14. Cor poration taxes amounted to $1.572, and 
the net profit fas $4,029.14, or 4.87 percent of the total dollar income. 
In 1947, On a much less total doll ur income, that same conipany made 
$11,027.45 net profit, or nearly 15 percent. 

In our division of the badiaatey. it is no secret that we face a most 
ePrLOUS eCcOol rome prob le basa result OT TIsSINne costs of operat Ons. And 
that we have raised advertising and subscription rates about as much 
is we dare. Each year now we are making less and less profit al d 
wearing out our equipment faster. 

Joe = G ook. editor of t the Times, Mission, Tex 5 board chairman of 

e National Editorial Association, states: 


I know that all of our publishers have faced rapidly increasing labor and 
aterial costs and I know that their percentage of profits is diminishing almost 

» the vanishing point That has also been our experience here at the Times. 
Our volume seems to get larger and our profit smaller both percentagewise and 
larwise Frankly, I shudder at the thought of raising subscription rates to 

ke ecare of in reased postal rates because of the tremend blow our section 


s had because of the devastating freeze in January. 
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And as we face the problems of an emergency period, this situation 
looks darker and darker. 

The reason I make that statement, I find today that the availability 
of skilled workers in our industry, such as linotype operators and 
printers and skilled reporters is very critical, more so now than it 
was at any time during W orld War II. For the last 3 months I have 
been searching for an editor of the Allegheny News, published at 
Sparta, N. C., the home town of Congressman Doughton, and I am 
having a very serious time trying to fill that position. That is the 


first time it has ever been true. | 
We searched for 3 months for a linotype operator for the Times. 
The rates we had to pay when we secured one were the same as the 


Charlotte Observer pays. And to the Charlotte Observer that cost 
does not mean much. Newsprint on a large daily is what means some- 
thing to them, whereas to a small paper that prints only a few thou- 
sand, it is the page cost that is of importance. 

Actually I do not believe any of you members of this committee 
know of many instances in which the editors and publishers of small 
nondaily newspapers have gotten rich, and I doubt if you ever will. 

Therefore, to continue in business and to serve our communities, 
counties, and Nation, we have to watch and avoid all increased costs. 

In regard to the so-called subsidy, we maintain that the Post Office 
rural delivery service, which was established nearly 100 years ago, was 
set up to serve rural and village America. It is a costly service and 
we do not think that we, who are heavy users of this service, should 
be expected to pay the high cost. The cost report showed that this 
service cost _ De partment $152,800,000 last year. If it is a subsidy 
to anyone, we believe it is a subsidy to those living on the farms and 
in isolated sections and to the dissemination of information to them. 

Since about half of our subscribers are rural families, we are forced 
to use the mails whether we want to or not. Metropolitan dailies 
and various periodicals can and have found other means of distribu- 
tion, but we have to rely on the mails and we do not think a percentage 
of this RFD service should be charged up as a deficit to second class 
and for us to pay for it. Neither is it fair to describe it as a subsidy to 
the newspapers. 

I might state here that in our own publications, while T am speaking 
for the NEA—I only refer to it—that the use of our RFD mail has 
dropped off in the last 5 years with the establishment of dealers in 
various communities. A number of the farmers go by the dealer stands 
and pick up the newspapers, because they get them sooner than they 
would on the mail routes. In many of our counties there are so many 
little post offices that were established back in the horse and buggy days 

that the delivery of the newspapers in many cases is slowed down a 
day or two within a very short distance. We, frankly think that many 
of those offices, in view of the good roads, could be abandoned and RFD 
routes established or covered with them as a savings to the Post Office 
Department and to increase speed in the delivery of the oe coe am 
I know that is true in three of the counties we operate in, because 
we make deliveries in Ash County, N. C., ourselves to vn ‘diffe ‘rent 
post offices on Wednesday afternoon in order that those people living 
in these communities can get their papers on Thursday, instead of on 
Saturdays. 
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We feel that our publishe rs would make e very effort to absorb the 
extra cost involved in a post al second-class rate increase of 30 perce nt 
in 3 years. Anything beyond that point would probably have to be 
passed along to the subseriber in terms of increased circulation rates. 
In view of current high costs of living, it is contended in our industry 
that such increases would result in decreased circulation and that 
would be injurious to our advertising rate structure and to the dis- 
semination of information to voters. 

Many publishers of small daihes and weeklies have reported time 
lags among former subscribers and the tendency toward short-time 
subseriptions, those less than for 12 months, is returning, 

Last Saturday in one of our offices a farmer came in and said that 


ne had been taking the Courier for 32 years, His subser ption had 
expired and he said that he could not afford to renew it until fall when 


the cotton crop came ey could we credit him against the payment of it 
until then. It was against our policy but we did credit that gentle- 
man. ‘That is bpisicad of a situation. And we point it up in the 
next paragraph as to why. 

While the large- and medium-size farm operators are probably in 

fairly prosperous condition, this high income status does not prevail 
among all farmers by any means. Early in February 1951, a report 
prepared for the Joint Committee on ice ce Re ‘port of the Eight y- 
second Congress disclosed facts that were not completely realized by 
the casual observer of rural affairs. 

The summary of underemployment of rural families shows: 

Two million of nearly six million farm operator families are now producing 
less than $1,S00 each year in farm products, including products used in the home 


In addition to these farin families, there are 8,551,000 rural nonfari fal es 


1.500.000 of whom had annual incomes of less than $2,000 in 1948. 


And so it is obvious that these low-income families will not be in a 


ee ee to accept increase in subscription prices, if and when 
Congress should 1 e postal 1 ates on second class to the pont where 
we aaa have to pass along such increase. 


It is not provided in Senate bill 1046, but we understand an amend 
ment might be offered to partially, if not entirely, abolish the hostoric 
free 11) COUNTY privilege. We are opposed to such proposed ame! ad 
ment beeause its elimination would automat cally, minder present 
rates, increase the postage bill of the weekly, st miweekly, and small 
daily newspapers by around $720,000 annually, and would represent 
an increase of bet wee on 2O and 35 percent. Under the proposed amend- 
ment, free 1h county would ho longer apply where there Ls delivery 
to the patron by rural- or star-route carrier. According to testimony 
of postal ollicials, the estimated loss on free-in-cou tv is SLL,000,000 
unnually, The total weight of these publications was given at dvU,- 
VOOU00 pounds. If the present rates paid for in COUNTY mail were 
ubstituted for the free, that is up to 1 cent per pound, on all free- 
n-county it would yield anout SS00,000 in additional revenue, which 
s roughly 28 percent of the postage now _—* y the nondaily news- 
papers, and would re present that much inere: » to them, betore : ip- 
plving the other proposed mcreases that cae h t all users of second- 
class. Of the free-in county, Post Office figures show that 75 percent 
of it is used by small daily newspapers and only 25 percent by the 
nondailies. We have several hundred small dailies in our member- 
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ship and are deeply concerned as to the twin increases they face if an 
amendment, practically abolishing free-in-county, should prevail. 

There are a large number of our people who would like to see the 
abolishment of it; on the other hand, they cannot see how it can be 
done without a double penalty on them. Just the mere abolishment 
would be an automatic 28 percent increase, forgetting any other raises, 
so that they would have to take a 28 percent increase in addition to 
whatever increase affects the other users, because, you see, it applies 
primarily to those printed in the county, not in the zones. 

Senator Carison. I want to be sure that I understand that now. As 
I get it, if we should abolish this historic free-in-county privilege it 
would be a 28 percent increase in rates / 

Mr. Anprerson. Automatically, without reference to any increase 
over and beyond the present rates. That is our rough estimate on it, 
based on figures produced. 

Senator Cartson. Will you explain that just a little bit for me, 
how it would effect and make a 28 percent increase, or whatever the 
increase is / 

Mr. Anperson. According to the testimony of the postal officials the 
estimated loss in free-in-county is $11,000,000. The total weight of 
these publications was given as 80,000,000 pounds. If the present 
weight as paid for in county mail were substituted for the free, that is, 
1 cent a pound—you see, these have gone free, but if the 1 cent a pound 
prevailed on all the free-in-county it would yield about $800,000, in 
additional revenue, which is, roughly, 28 percent of the postage bill. 

Senator Cartson. Isee. That helps me. 

Mr. Anprrson. In other words, about a third of the mail of most 
of these papers, these county-seat newspapers or weekly or semi- 
weekly newspapers, go under the free-in-county privilege, and if it 
were eliminated it would automatically increase them on an average 
of about 28 percent. 

Senator Cartson. On the basis of poundage ¢ 

Mr. Anprerson. On the basis of poundage. 

Our association believes that any agreement to accept a reasonably 
moderate increase in second-class rates should be contingent on the 
willingness of the two congressional committees handling the legisla- 
tion to include an amendment insuring weekly newspapers equality 
of treatment in postal handling. 

The recent experiences resulting from arbitrary bureaucratic rulings 
have focused attention of weekly publishers to this issue. 

Two recent strikes involving interference with mail distribution 
have focused attention on discrimination against weekly newspapers 
in emergencies. Some of our weekly members have represented to us 
that the discrimination between newspapers should be eliminated. 
For instance the views of Harold Cooper Roberts, chairman of the 
Pennsylvania Newspaper Publishers Association legislative commit- 
tee and publisher of the Conshohocken Recorder, semiweekly, and 
other weeklies are typical of communications received by us. Mr. 
Roberts contends that 


when use of the mail is involved, there is just as much publi 
interest in receiving a weekly newspaper as a daily. 


Most of us will concur in the Pennsylvania publisher’s argument 
that— 
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So far as spot news is concerned the daily (and especially the metropolitan 
daily) ordinarily has a complete set-up for distribution by truck, district agent, 
and carrier. The weekly is more apt to rely upon mail to reach subscribers 


within its immediate circulation area than is the daily 


Most weekly publishers will join Mr. Roberts in his argument 
that 


I cannot find that there is any more urvent need f¢ i ma subscriber mre 
sulmably residing at a considerable distance fi he ‘ pul ! 1 
receive a daily paper than to receive his Own community eekly 


An official of a Midwest pewspaper association notified our com 
mittee that in their State the hewspapel publishers depend large) 
on trains for their mail service. He reported many cases where the 
weekly could not mail their papers within their ow county. J 
vere depending on trams. 

The segregation ot hewspapers by high otticials of the Post Othe: 
Department is hot confined to emergencies such as railroad tle ups 
due to strike. A flagrant case was called to our attention oY one ot 
our affiliated State groups, the Oregon News — r Publishers’ Asso 
ciation. It concerned the present Solicitor of the Post Office Depart 
ment, Frank J. Delany. Our association and other pub lishing e rrOUpS 
have pero attempts to classify the press by Various devices In 
postal rate legislation. In the Oregon case, the Post Office Solicitor 
addressed a letter to a postmaster in Oregon regarding alleged lottery 
advertising in newspapers. Mr. F. J. Delany authorized the loc al 
postmaster to single out - aly ne Wspape rs for mi: uling with a wi ining 
but advised the seizure of all weeklies for mailing under the Solicitor 
office at “ae acral 3,000 miles away—could rule on whether the 
copy was a lottery, therefore unmailable. 

This is not an assumption On my part. Here is the text of the 
Solicitor’s letter: 

In the case of a questionable advertisement appearing in a regularly issued 
newspaper, # postmaster should exercise great caution in withholding copies 
of the paper from the mails; and unless the publisher has previously been warned 
about such matters, or unless there is evidence of willful or flagrant violation 
of the postal lottery law, the newspaper may be dispatched with the understanding 
that it will be at the mailer’s risk for any violation of law which might be 
nvolved. The postmaster should then promptly seek the advice of this office as 
to the mailability of the advertisement. 

Now comes the instructions about weeklies. The Solicitor’s letter 
continued: 


If the publication carrying the questionable advertisement is a weekly or 
issued at some other long interval of time so that it would not destroy the value 
of the paper to withhold it for an expeditious ruling, then in such cases the 
publication should be held, pending receipt of a ruling 


As the manager of the Oregon Newspaper Publishers’ Association 
points out about Mr. Delany: 


He seems to be taking the attitude that a weekly is not as timely as a daily 
one Delay of 2 or 3 days in the delivery of 2 weekly could be just as serious 
is a Similar delay of a daily, for many of our weekly newspapers go to just as 
much, if not more, effort to get last-minute news as do many dailies 

In a previous bill, H. R. 2945, whieh passed the House last vear. 
i section Was incorporated involving exemptions on a circulation basis. 


We opposed it then because we felt it was hig rhly discriminatory. 


While I realize that amendments to lottery laws are outside the 


jurisdiction of this committee, the reference was made to illustrate 
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the manner in which weekly publications are handicapped by dis- 
criminatory postal rulings and arbitrary decisions as to degrees of 
essentiality. In the Oregon case we have an administrative official 
arbitrarily setting up a precedent which could easily jeopardize the 
handling of weekly, semiweekly, and other publications as second-class 
matter. Thus, the weekly newspaper is with respect to hazards of 
publishing news and advertising (involving an element of a lottery 


no matter how remote) in a precarious position. The wed news- 
paper has contracts with advertisers and subscribers to be printed 
and distributed on fixed dates. The particular issue of a weekly 


paper which is held at the local post office pending a ruling from 
the Solicitor’s office at Washington is valueless by reason of the 
delay. 

We maintain that a newspaper, regardless of whether published 
daily, weekly, or semiweekly, and so forth, that carries news of all 
that is timely to its community, should receive the same postal treat- 
ment in any emergency. If they are to be held up by embargo, we 
think that should apply to all types of papers. 

Senator Cartson. On that point, where the embargo held up the 
delivery of the weekly papers, I want to mention that Mr. Miller, 
secretary of the Kansas Press Association, called me about it and 
protested rather vigorously the action on the part of the Post Office 
Department. I think it is just a matter or was a matter of a few 
days that they did get it cleared up, but there was considerable dis- 
satisfaction over it. 

Mr. Anperson. Thank you. 

We think the proposed amendment as to preferment in handling is 
necessary. The following amendment is recommended for H. R. 2982 
and S. 1046. 

Provided, That newspapers, issued daily, Sunday, or weekly, of which the lead- 
ing and major feature is the dissemination of timely news, including summaries 
of timely news, of interest to the general public shall be given equal considera- 
tion by the Postmaster General in the receipt, distribution, transportation, and 
delivery thereof 

During recent weeks hundreds of editorials have been printed i 
our member newspapers about the proposals for increasing i 
class rates and about the general operation of the Post Office 
Department. 

Attached to this statement is a copy of an editorial which is typical. 
It appe ~ared in the March 20 issue of the Petersburg, Ind.. Press, : 
semiweekly newspaper. 

The public services rendered by the small newspapers and the need 
for modernization and economies in the Post Office Department will 
be covered by mvc ‘olleague, Mr. Francis Schweinler, of Mosinee, Wis.. 
publisher of the Times and president of the Wisconsin Press Associa- 
tion. Mr. Schweinler has rendered distinguished public service and 
has some information in which I know you gentlemen will be 
interested. 

I wish to call your attention to a supplemental statement that I 
have. It is self-explanatory. It is self-explanatory as to why it is 
supplemental. 

It was not our intention to discuss postal features which were omitted 
from the draft of the postal-rate bill now before the Senate (S. 1046). 
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As the issue was r: aised yeste rd: ay in the closing hearing of the House 
Committee on Post Office and Post Roads, we must recognize that it 
will be submitted here on or possibly in a conference whenever a 
postal-rate bill reaches that parliamentary status. Because the news 
papers of this country are so vitally interested in this phase of pos tal 
policy we are compelled to set forth the position of publications 
entitled to second-class entry. 

On Tuesday, April 16, Mr. Herbert Pillen, president, Controlled 
Circulation Newspapers of America, Inc., testified before the House 
Committee on Post Office and Post Roads and urged several amend 
ments to H. R. 2982 (companion bill to S. 1046). The broad import 
of these proposed amendments is to accord free-circulatio! public a 
tions certain postal facilities comparable to those given bona fide news 
papers with a paid circulation list. The difference between legitimate 
newspapers and what many call throw-aways is easily understood, 
Second-class is a special class hes ing preferential postage rates because 
basically and fundamentally it consists of a group of publications dis 
tributed pursuant to genuine public demand evidenced by the payment 
of a subse ription price. This group and the element of “payment 
of a subseription price” should remain inviolate. If it is opened up 
to material now in third-class or fourth-class, such as controlled pub- 
lications—matter which has heretofore been looked upon as in the 
nature of advertising matter—then we can look ahead to the abandon- 
ment of the idea of preferential rates for the group now in second-class. 

The press of the country has been accused of being under the domi- 
nation of advertisers. It has been amply demonstrated that the charge 
is untrue. We have proven that newspapers are concerned with the 
reading public. History shows our existence and survival depend 
on its acceptance by the reading public. The public exercises its 
judgments by paying for publications which best meet its needs and 
desires. 

We want to be fair in our appraisals and concede that some of these 
controlled circulation publications are more than just advertising 
sheets. Many have editorial content which compares favorably with 
paid circulation newspapers. ‘The basic difference is that the con- 
trolled sheets lack that vital element of having been paid for by sub- 
scribers—not advertisers wanting a selected mailing list. 

The spokesman for the Controlled Newspapers of America, Inc., 
proposed amendments to the pending legislation. Inasmuch as no 
opportunities will be given for the regular newspapers to appear in 
rebuttal to the testimony which is likely to be identical with the House 
presentation, we want this committee to know the reasons for object- 
ing tothe proposals. Among the amendments suggested is one calling 
for simplified mailing privileges, which would permit the mailing of 
the free-circulation publications to all rural patrons without imprint- 
ing the name and address of the patron on the wrapper. This means 
they want to eliminate the requirement for addressing each piece 
separately. 

The newspapers of this country, through their State and national 
associations, have gone on record as opposed to this attempt to break 
down second-class requirements by allowing controlled or free-cireula 
tion publications the same classification at slightly higher rates as le- 
gitimate publications. 
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Mr. Chairman and members of the committee, we have with us an 
associate colleague who is the publisher of a newspaper in Wisconsin, 
and immediate vice president of the Wisconsin Press Association, who 
has rendered distinguished public service himself during World War 
IT and since, and I shall appreciate it if you will call him and accord 
him the privilege of presenting some of his views. 

In conclusion of this formal statement we would like to state that, 
if all newspapers were eliminated from the mails, we seriously doubt 
if the cost of operating in the Post Office Department would be greatly 
reduced. But, if the distribution of newspapers were reduced, the 
spreading of information to the people would suffer, and democracy, 
which is dependent upon an informed public for survival and ad- 

vancement, would likewise suffer. 

I thank you, Mr. Chairman and members of the committee, for this 
opportunity of appearing before you. 

Senator Unperwoop. Do you have any questions, Senator Carlson ? 

Senator CARLSON, As I understand your testimony, you would be 
willing for a 30-percent increase in rates for the type of publications 
that you have mentioned in your statement over a 3-year period of 10 
percent each year? 

Mr. Anprerson. That is correct. We have favored the increasing 
of salaries to postal employees, and we feel that we should at le ast 
pay some portion of that cost. We feel at the same time, however, 
that in granting that increase that this resolution of yours should be 
passed and that a study should be made as it points out for the reten- 
tion of free-in-county and the quality of treatment as we pointed out. 

Senator Cartson. I have before me the cost-ascertainment sheet 
submitted by the Post Office Department for the fiscal year 1950, and 
I think we ought to get in the record that for the fiscal year 1950 the 
revenues from newspapers other than dailies was $2,373,369; the 
expenditures, $19,493,303 ; the excess of apportioned expenditures over 
revenues, $17,119,934; in other words, as I see it, Mr. Anderson, if we 
increased the rate 100 percent it still would present a great gap be- 
tween what the Post Office Department. at least, lists as an expendi- 
ture in distributing the mail as compared to the receipts. 

Mr. Anperson. Yes, sir. The thing, too, that impresses me a great 
deal in regard to the so-called subsidy is the fact that whenever pos- 
sible both the small and large papers have used other means of trans- 
portation because of the speedier delivery service and in many cases 
because of less cost. 

Senator Cartson. That is all. 

Mr. Latrmer. Mr. Chairman, for the benefit of the committee, Mr. 
Anderson, since you have not been present at all of the hearings, the 
general recommendation of those representing newspapers has been 
very definitely for abolishing free-in-county. I think you are the 
first witness who has urged the retention of the free-in-county which 
has been retained in the recommendation of the Postmaster General. 

I think it might be well briefly if you would make it a little clearer 
to the committee just what this free-in-county means and the reason 
why, In your opinion, it should be retained. 

Mr. Anperson. 1 would be happy to do so. Thank you for those 
observations. 

Again, 1 would lke to point out the fact that according to the 
cost-ascertainment report the small dailies and the tri-weeklies and 
weeklies and semiweeklies are about the main beneficiaries of it. They 
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circulate primarily in the counties in which they are printed and 
published. And in many instances a third of their circulation goes 
under free-in-county, so that, if that is eliminated and the 1-cent-per- 

pound rule as applies at the present time in the present rates without 
changes should be applicable to the part that they are getting free 
now, it would automatically increase their postage bill by an average 
of 28 percent. 

There are small dailies according to the post office statements that 
receive about 75 percent of that free-in-county privilege and the 
nondailies about 25 percent. 

Does that answer your question, Mr. Latimer? 

Mr. Latimer. Yes. 

The CHairnman. Are there any other questions of the witness. If 
not, we thank you. 

The next witness is Mr. Francis Schweinler, publisher, Mosinee 
(Wis.) ‘Times, and president of the Wisconsin Press Association. 


STATEMENT OF FRANCIS SCHWEINLER, PUBLISHER, MOSINEE 
(WIS.) TIMES, AND PRESIDENT OF THE WISCONSIN PRESS 
ASSOCIATION 


Mr. ScHweinter. My name is Francis F. Schweinler and I am the 
publisher of the Mosinee (Wis.) Times and aa of the Wis 
consin Press Association, an organization comprised of 512 weekly 
newspapers in the State of Wisconsin. 

Senator Unprerwoop. I should like to ask Mr. Schweinler to ex 
plain something to us. I have known of his name in connection with 
a community-service feature that was known as The Day in Com- 
munism. Will you tell us just for a minute for identification about 
that ? 

Mr. Scuweinter. Yes, su 

Last May 1, the community of Mosinee, in an atten to teach 
Americanism ‘in another manner than the direct one, decided to take 
the indirect approach and turn the community iyto a Communist com- 
munity fora period of 24 hours. We did that to teach our own people 
what they would gain or what they had as Americans that they would 
lose if the Vy Oper ated under any other type of government, espec! all L\ 
a totalitarian one. 

The idea was novel, because the people of the United States took a 
great deal of interest in it and we became quite famous over it. 

[It was my privilege to serve as chairman of that day and organize 
the event. 

The CHAIRMAN. Have you noticed any 2ood effects from it? 

Mr. SCHWEINLER. Yes, sir. We have had on a number of occasions 
peop le who were of Communist stripe who tried to come into the com- 
munity and tried to circulate such things as the pe ace eee on, but the 
people immediately recognized and refused to sion that and took steps 
to get them out of the community. 

1 do not. want to leave the impression that we have any Communists 
there. We do not. 

We were trying to teach our people, at a time when communism 
was quite the subject, what we had as aco ‘ricans. We succeeded very 
successfully. 

Of course, we brought down upon us the condemnation of a large 
segment of the Communist Party / 
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Does that answer your question ¢ 

Senator Unperwoop. Yes. I did not want to interrupt you, but I 
did think it would be of interest to have that in the record. 

The Cuairman. We certainly thank you for bringing that out. 

Mr. Scuwern er. I might point out that was a combined American 
Legion and community project. 

I am here to present the views of the members of my association 
and those of some other State press assoc lations on the second-class 
postal increases proposed under H. R. 2982 and S. 1046. 

To begin with I'd like to make it clear that the majority of mv 
fellow publishers agree that a limited increase in second-class postal 
rates probably is justified at this time in view of the fact that other 
costs are likewise increasing. But there are none among us that can 
beheve that such a drastic increase as is proposed under these bills can 

justified, unless and until the Post Office Department can defi- 
nitely establish, after all factors are considered, that it is at all 
necessary. 

It should be pointed out that the weekly newspapers of this Nation, 
generally, have been paying increased postal costs during the past 5 
years. Some of it is brought about by increased advertising linage 
which increased the size of the papers; and some of it is the result of 
increased subscription lists over that period. As examples I'd like 
to show you what's happened during this period to some typical weekly 
hewspapers in Wisconsin. 

The following table shows the postage paid by five Wisconsin 
newspapers over the last 6-year period : 











Name of paper | 1945 | 1946 | 1947 | 1948 1949 | 1950 
} j 
Medford Star-News-- . --------| $494.20 | $532.49 | $482.57 | $542.95 | $586.07] $605.47 
Phillips Be ee 350. 00 250. 00 300.00 | 400.00 400.00 | 450. 00 
Sun Prairie Star-Countryman_- ac cial as . 36.45 | 34. 66 | 37. 95 32. 89 | 59. 50 
E!khorn Independent_-----.--- -| 124.01 131.94 | 142.24 { 150.00 150.00 | 180.00 
Whitewater Register venee-sereene-| 114.40} 128.00] 150.00 | 165.00} 181.00} = 198.12 
' ‘ ' 


1 Even amounts, because the paper issues checks in amounts of $50 and keeps a credit so that ow 
do not have to pay each week. 


This is generally true of the newspapers of my State and through- 
out the Nation, and in itself provides the Post Office Department with 
additional revenue. 

As a weekly newspaper publisher, and I know that practically 

without exception all my associates in the weekly field feel that as 
publishers we have an obligation and duty to disseminate news and 
sencsegoe about our Government processes from the local level to 
national and international levels. And we are not without cognizance 
of the fact that a portion of this Government information makes our 
papers desirable to our subscribers. 

On the other hand, we also know it costs us money to put this into 
type and print it in our papers, and therefore represents a cost in 
our operation that should be recognized whenever the Postal Depart- 
ment considers rates and rate increases on second-class matter. 

I think one of our Wisconsin publishers, Leroy Gore of the Spring 
Valley (Wis.) Sun put some of this thinking into print when he 
had the following to say in an editorial on March 22, 1951: 


Obviously we were born a generation too soon. We've never quite caught 
up with New Deal and Fair Deal logic. 
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In one lusty breath the President tells us that we've got to held the p: 
in line; the threat of consuming inflation has got to be licked. 

In the next breath the President, prodded and prompted by his Postmaste 
General, tells Congress that second-class postal rates—the rates under w 
newspapers and magazines are mailed—must be doubled to meet the 
deficit. 

If postal rates are doubled, the publications of this Nation will meet the 
expense in one or more of three ways: (1) By increasing advertising 
(2) by increasing subscription rates; (3) by reducing the quality, a: 
production costs, of their publication 

Paving the same money for a cheaper product, or more money for the sar 
product, not only has the elements of inflation—they are inflation. The thing 
the Fair Deal philosophers apparently fail to understand is that taxes, posta 
increases, and other payments to Uncle Sam are costs of production, just us 
wages, muterial, rent, and utilities are costs of productior 

Second-class postal rates are undeniably low for two reasons: (1) To pro 
mote a wider distribution of reading matter, and a better informed publi 
(2) because the newspapers especially, and the magazines to a lesser extent 
serve as willing and capable outlets for vital information from the peoples’ 
government to the people. 

A hasty survey of the past 52 copies of the Sun indicates that this news 
paper published without cost to the taxpayer or the Government $278 worth 
of publicity, if we had charged it up at regular space rates 

When the Government prepares to buy a million automobiles, a million pounds 
of milk, or a million tons of coal, the items are purchased on the open market 
or the low bidder gets the contract. But when nele Same wants a million 
column inches of advertising, he hires an expensive advertising agency to 
prepare the copy, sends it to the newspapers with this touching message: 

“We have no funds for this purpose, but trust you'll publish it as a publie 
service 

And the newspapers of the Nation do publish it as a publie service 

To gather a further idea as to what our weekly newspapers are 
doing in the way of informing the public on public affairs, Pd like 
to report just a few of the figures given to me this past week—thi 
week previous to April 3—by Wisconsin publishers whom I've con 
tacted for that purpose. The first column shows the number of 
column of inches of this type of news run during the year 195! 
from an actual measur ing of the stories, or the measuring of storie 
for periods of 5, 6, or 9 months and prorating it for the vear. Th 
second column represents what this space would have been 


} 


had it been sold at the regular advertising rates in etfect at t! 


Lo vive vou some idea oft how this tvpe ot nrormiatiy0 
= I 


uted, I'd like to take the bre: KCLOWN for lust one of the 


papers, the Algoma Record-Herald, and give you 
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paper for just one 3-month period. To get the yearly total of 2,884 
inches they multiplied this by four. 


Inches 

IN CUO i oi ntpilinsisiptigemreindiorestianion piaking trogen 18 
Prodnetion and Marketing Association____- ae a eee a ke mee 2 
NI. eR Sa ais eh 91 
Ie i a a alma emesis anes delenit 
Home agent See ee ee a a er En re 
Social security. e i i eee 
Veterans’ Administr: ation. i a ae ceil SE 
Recruiting service a a ie cc Re agate tie 36 
I a ae in ee a ae 
Public Health nurse a a ee eee %2 
Collector of internal revenue ee aa oe see inn 
IN a eta a ae a 
Total ax a a ol 


At this point : woul like to present each of you with a copy of An 
Analysis of War News in a Country Weekly prepared by Lyman 
Noordhoff as a graduate student in the Departme nt of Agricultural 
Journalism at the University of Wisconsin. The analysis was made 
of the war news carried in the West Bend (Wis.) News published in 
1 year—52 issues—from March 26, 1942, to March 18, 1943, The study 
was made in 1948. 

With reference to that, I mailed the copy in last. week and it has not 
arrived in Washington yet. And I cannot produce it this morning. 

In that it shows that if you were to take all of the news as one 
newspaper in that period there were 11,690 inches. That would fill 
68 ordinary-sized newspaper pages, a total of 36,133,710. This figure 
was arrived at by multiplying 11,696 by 3,039 circulation for 1942. 

This string would be 570 miles long, from Superior, Wis., through 
Milwaukee, Wis., Chicago, Il]., and 75 miles beyond that. That is just 
one newspaper. 

Before leaving this subject of amount of space we devote to strictly 
news of Government and its agencies, let me again reiterate that we 
realize that it is part of our job and a service to our readers, which 
we assume without hesitation. On the other hand we believe that 
because of this service we, as newspaper publishers, are entitled to 
have the cost of this considered whenever postal rates are under 
consideration. 

One of the phases of increased postal costs, which is bringing on 
this move for increased rates which never fails to be discussed when- 
ever publishers get together, is that of the apparent lack of economy 
in post-office operations. For some ex: unples of this situation I'd like 
to quote from some of the recent letters I’ve received as president of 
the Wisconsin Press Association. 

We have a situation in De Pere and in Wrightstown which probably exists in 
many places in the Nation. That is, two separate post offices, two separate 
postmasters, five blocks apart, separated by a little river. Not only is this 
situation obviously inefficient, but it creates a terrible amount of confusion. 
For instance, a business in West De Pere that has been established for over 


50 years was mailed a parcel post package addressed to them at De Pere, Wis 
The postmaster, following regulations, was required to stamp the package 
“Address unknown,” and he returned it to the sender. This sort of thing goes 
on every day with second-, third-, and fourth-class material that is mailed to 


De Pere instead of West De Pere, and to Wrightstown instead of West Wrights 
town De Pere (Wis.) Journal-Democrat. 
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The CuHatrrman. Are both of those towns in the same State / 
Mr. ScHWEINLER. Yes, sir. 


* * * two handymen are employed to service the building—a fireman and 
a janitor—both of whom have to hunt to find enough to do to even muke ua pretense 
of being busy. One of the men spends several hours each week polishing the 
metal railing leading to the post office entrance. Any ordinary business would 
have a hard time keeping one man busy.—Medford ( Wis.) Star-News 


* * * it is about time that the politics were taken out of the Post 

Department and qualified and efficient men appointed postmasters. 

We may have an exception here in Seymour, I don’t know, but he is a 

owner of the hotel and tavern here, and is drunk and miserable nine-tenths 
the time, and I have heard people remark that they are afraid to go into the 
post office and ask questions because he might blow their head off.—The Seym« 
(Wis.) Press. 

It has come to our attention that a worker in the Mishawaka post office, 
explaining the reasons for late delivery of our paper, said that they just throw 
that “second-class crap” on the floor and leave it there until they get good and 
ready to work on it. He, of course, is just one worker, but we wonder whethet 
his remark is not typical of others. 

It may be that some particular workers in the post office we have alluded 
to above should have it explained to them that all mail, whether “second-class 
crap” or not, is to be handled as promptly as possible It is vitally important 
to us that our papers be delivered on time. Our subscribers, not knowing when 
our papers reach the post office, will naturally think when the paper is late that 
we are at fault. When such late delivery occurs again and again, the natural 
tendency on the part of the subscriber is to cancel his subscription.—Tri-County 
News, South Bend, Ind, 


Then there is the other problem that is often discussed by oul 
publishers. This concerns the large number of small, fourth-class 
offices that have long ago outlived their usefulness. For instance, 
we have six such offices in Marathon County, Wis., my home county, 
that serve 80 boxholders or less; have no rural delivery out of them; 
and have rural delivery from cities and Villages that come rieht Lo 
the post office door or past it. 


The following information concerning this situation is taken from 
the July 1, 1950, issue of Receipts and Classes of Post Offices. pub 
lished by the Post Office Department. It shows the total receipts 
for these offices and the postmasters’ salaries, as follows: 


The Cuatrman. Are these towns served by railroads. a 
Mr. Scuweinier. No, sir: none of them are. I 
iv that without qualification, Mr. Chairma 

he railroads 


The CHairMan, ' [ask that questic 


very Tron 
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The Cuarrman. Then you would if you had a little post office out 
there / 

Mr. ScHwe!nier. That is correct. 

This well illustrates the point recently made by a former Post Office 
Department official when it was revealed that there are some 39,000 
of the 41,000 post offices in the United States which do not take in 
sufficient money to pay their own expenses. From this it is only logical 
that we might ask, for example how many rural newspapers of this 
Nation could continue to exist if 94 percent of them did not take in 
sufficient money to pay their expenses. This, therefore, makes it self- 
evident that the Post Office is created primarily for service to the 
American people, as Mr. Anderson, who preceded me, pointed out. 

But it doesn’t detract one iota from the fact that something should 
be done by the Post Office Department to rid itself of those unreason- 
vai! uneconomical post offices, where the service would be improved 
by discontinuing them and permitting the rural carrier to service the 
patron at his door and thereby creating a substantial saving to the 
Department. 

I think that covers the point you just made, sir. 

In addition to the problems of the small-town publishers Mr. Ander- 
son pointed out as coming from the increased cost of operation that 
finds us with increasing gross income each year but decreasing net 
revenue, we have other problems that are plaguing us with increasing 
tempo each day. Being in small towns we find that our printers and 
editorial help are being hired away from us by the larger print shops 
and newspapers in the larger cities where they can get more money, 
making it necessary for us to further increase our wages and add to 
our operating expenses if we want to retain our personnel. Then 
we are faced with the continuing shortage of newsprint, which makes 
it most difficult to increase our advertising linage to try and compen- 
sate for the added production costs, and it is becoming more difficult 
for us to get retail advertising due to the curtailing of our customers’ 
budget made necessary through their increased costs of operation and 
shortages. 

In this same vein I find that practically every meeting where small- 
town publishers g: thee I hear the problem of Government competition 
in the nature of the post office furnishing printed envelopes below cost, 
one of the most frequent subjects of protest. It woes without saving 
that these are being sold to our customers in the small towns of the 
country far below the cost of the job and in direct competition with 
the p vate enterprise which the Post Office Department is now trying 
to add additional costs by increas hg the rates we are to be charged 
for mailing our product—the weekly newspaper. The time is long 
past when the Department can justify furnishing this item below 
cost because it cannot be obtained in any other manner. It is no longer 
just a service. 

I have been asked to pre sent the views of the Washington State 
Pre ss Association to this committee. 
he Washington Newspaper Publishers Association, Seattle, Wash., 


ac Rees nemse Ives to vou as follows: 
COMMITTEES ON POST OFFICE AND CIVITI sent 
Nenate and House of Re prese) tatives, Wash ngton, re ey. 
GENTLEMEN: Washington Newspaper Publishers Association, Inc... wishes to 


place on record its objection to the proposed second-class postal rate increase 
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which President ‘Truman and Postmaster General Donaldson have recommended 
to Congress for cousideration, 
We believe this proposed bill is highly discriminatory and far too drasti 
the present time Qur association does not Oppose al in 
rates, but we believe that an increase of over 30 percent at 
au imposition upon one segment of American business 
Due to the tremen nerease in the cost of production 
has witnessed the closure f hundreds of newspapers throug 
The depletion of the number of newspapers t1 ighout the [ 
| to our future wel 
an informed people; and \ hewspxip 
means that another voice for democras Vv ni 


~] ipers 


hn mere Tig | 1 S 
We t ‘ re urge that an adequate 
ilatio along with the continuation 

Mnmittee recommendatiotl 


Department Ry s 


iy progress in 


her 
» offic) 


vers Lssocial hi 


te of Washington and 


Vspapers 


JAF RONMRO 


the publishing busin ive joined us from 
lme in making what we considered he ptul suggestions. li 
seems to us that the records of various congressional conmnittees ith 
particular the House Post Office ¢ ‘ommittee and the House Appropri 
tions Committee, in either makine their own studies of departme ntal 
functions or authorizing ame by explicit language in appropria 
brought about compulsory action in the interests of 
' economy. No one can dispute that the surveys 

uclies conduc ted by or in ay half of the tiouse Post Ottice Committee 
1947 and in subsequent vears had a salutary effect on moderniza 


h high postal officials had previously ignored. 


need for thorough studies and surveys in it 
postal rate structures was aptly stated by the the 
House Post Office ( ‘ommitter ils follows: 
ve should emph: that, since we ¢: 
iscal status of the Post Office Department into balance, 


se the efficiency of the postal operation, elimiin: waste, 


they l re ‘cost and still maintai the best 
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Judging from statements of the Postmaster General, the Depart- 
ment has made some progress in modernization. Yet we find that no 
less authority than the House Appropriations Committee is skeptical 
that postal officials are doing the utmost to improve efficiency. In fact, 
the House Appropriations Committee—Report No. 272, dated March 
16, 1951—asserted : 

The committee still believes, in spite of the testimony on mechanization pre- 
sented at this year’s hearings, that the Post Office Department is still dragging its 
feet when it comes to the installation of modern mechanical equipment in its 
large city post offices throughout the country. 

It is obvious such constructive studies should pay dividends in the 
future. 

In concluding this statement, I would like to point out that our 
association holds the opinion that, whatever adjustment is made in 
the postal-rate structure, authorization should be given at the same 
time to set up a commission or postal-rate board. Reports on the 
current postal-rate proceedings are to the effect that the membership 
of the House Post Office Committee seems keenly interested in the pro- 
posal which Represenative St. George, of New York, has so stead- 
fastly championed in recent years. The record will disclose that the 
National Editorial Association has, in general, supported the primary 
purpose of the legislation spon sored by the distinguished gentlewoman 
from New York. On behalf of the National Editorial Association, 
Mr. Anderson submitted a statement February 17, 1948, in which he 
sa 1d. among other t hings “ 


The National Editorial Association is in accord with the statement of Repre 
sentative St. George at the time H. R. 4853 was introduced that sone form should 
be provided wherein users of the mail can resolve disputes as to validity of cost 
data used us a basis for postal rate making 


Representative St. George introduced H. R. 376 January 3, 1951, 
to create a board of postal rates and fees in the Post Office Department. 
It is pen di o be fore the House committee. We suggest that possibly 
vi ith some amel datory language the bill could be made a section oft 
he postal-rate measure when it is reported from the committee. 

As the membership of the Senate and House Post Office Commit 
tees have changed since the last election, we believe it is Important 
that the newcomers should be fully acqu ainted with the position of 
the thousands of small-town daily and week]} ne wspapers with respect 
to postal boards o1 commissions which may be set up to study pos sta] 
rates and policies. The National Editorial Association legislative 
committee, made up of officers or former officers of all State hewspaper 
rs to the position we outlined in the Eightieth Con 


ssociations, ChHng 


gress on the billto create a board of posts il rates. 

The National Editorial Association proposed then, as it does now, 
that the findings of any board or commission should not be final: that 
(‘ongress and the public should have full opportunity to study and dis 


iss anv board findings: that Congress should retain control over the 


rate Making. 


Sol i\ tor emphas S. we eal] ittention tO the controlling recom) 
mendation “that Con oTess should retain control over rate making.” 
An ident | opinion was expr ssed by the present chairman of 


House Post Office Committee in 1947 when a bill was under study. 
The commission or whatever agency is set up should be independent 
he Post Office Department. 
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It should be clearly understood that the newspapers we represent 
are definitely opposed to granting any board or commission broad 
subpena powers. Our position isthis: 





We do not believe that attempted measurement of a Dall users ability to pay 
warrants the usurpation of his rights by the production of books and record 
under the power of subpena. The board or any postal agency can function sur 


cessfully as a fact-finding body without resort to highly objectionable subpena 


procedures smacking of a prosecuting agency 


In endorsing proposals for a postal comniuttee we are not ul 


} 


mindful that the Kighty first Congress created the Postal \ 
visory Board consisting of seven private citizens and officials of 
the Post Office Department as part ot Reorgal ization Plan Ne 
3. About the only information available as to the functioning of 


j 


this Postal Advisory Board 1s the testimony adduced by 
ne the Postmaster Gren ral in his appearance before the Ho 


UeSTLO 
ise Post 
ice Committee. The President’s message in the Reorgal IZatlol 


an No. 3 contained a definite deseription of the Board’s functior 
A 


( 


; 
l 
l 


The Advisory Board will make available to the Vost ster Gene e ad 
uutstanding private « ens and will afford a useful channel for the inte 
hange of views between postal officials and the public concerning the operations 


the postal sery ice 


‘ : . : 
paper publ shers, has heen hnvited to make use of the approacl 


So far as we know no group of postal users, certainly not the news 
Lint) , 
scribed by the President. Instead we tind that the Advisory Board 


ce 


has heard o1 ly one side of the postal-rate story: the selected infor- 
mation provided by the Postmaster General. Mr. Donaldson testified 
that the Postal Ady sory Board had one meetu . ot which time he 
ru slit tiie Wilt! his last annua report and h S stutements on 
postal rates and reports of the Hoover Commission on postal sub 
jects. On the basis of this highly selected reading material, the 
(Cabinet office advised the Hoi se Post Othice Committee to the « tlect 

at tne Post il Ad - iy Board ()] L\ rour members present had 
een “unanimous for higher postal rates: that thev did not feel 


iere Was any good reason for the spread betwee} postal costs and 
evenues. Mr. Donaldson coneeded he had not discussed details of 
s posta] rate program with the Postal Adv sory Board but had 


only a general discussion of the subject. Furthermore, he sensed, the 


Ai 

testimony goes on, that special services should he raised, altho wh) 
+] | +] } ee ‘ ‘ 

the next breath the Postmaster General asse1 edi there \ sho state- 


elit by any member aus to what the rates should be. 
It will be noted that the Postal] \dvisory Board at its first meetin S 


ened to and read only the Department's views on postal rates. 


[It is evident too, that the rate schedules represel ted in De Ming bills 
were not disclosed to the Post ul Advisory Board. Accord ne to Mr. 
Donaldson's testimony the Board’s next meeting is scheduled for 
Lorl 8 when the S ite d House Committees have almost COli- 
ied publi hearings o a rate bill. This - ot intended as a 
ted appraisal of the early functioning of the v Postal Advisory 
PRoard The flaw in such an adv sory set up Is [ us. There just 


twos destot ie meth i hy wii Mr. 1) i< "¢ P, 
Board based their recommendations. 
lf I hoes not ing more, th = portion of tiv P t? ister General’ 


vV wholly discredits opp unities of « scl to make 
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tial judgments on postal rates and policies. It certainly strengthens 
the conviction voiced by some legislators ind witnesses for a com 
muSssION on postal fact finding. 

ae : 

Che CHAIRMAN. Are 
to ask Mr. Schweinler / 


Senator UNpEeRwoop. To vo back to vour statement in regard to the 


here any questions that either one of you want 


amount of free publications that these papers are doing, vou feel that 


the newspapers are subsidizing the Government more than the Gov 
ernment is subsidizing the newspapers. 

Mr. SCHWEINLER. Yes, sir. [ attempted to prove that with the 
surveys wit] the hewspapers that | contacted. 

The Cuainman. Do von think that rue not only your locality 
but throughout the United States? 


Mr. ScHWEINLER. Yes, sir: I do fee ut. Of course, we feel it 


1 1 1 ’ 
Ss al obligation to convey that ews ) subscribers; sure. We 
ao if willingly. but t should be Considered VW el Vol ‘OHSILae?) postal 


Che CHarrman. Are there a othe ieStIONs 


} ‘7T 
enator Carbtson, I belheve not, Mr. ¢ Libhia 
mator t NDERWOUD residing ) i th Y JOU VOL y That 


SCHWEINLER. Thank you. 
nator Unperwoop, We will proceed now and call Mr. Nelson R. 


mraemer, genera Cou = ' he wal i i ilbel Hlos ~ Assoc rariol 


New York. 


LED 


STATEMENT OF NELSON R. KRAEMER, DIRECTOR, CHRISTMAS SEAL 
SALE SERVICE, NATIONAL TUBERCULOSIS ASSOCIATION, NEW 
YORK, N. Y. 


Mr. Krarmer. Mr. Chairman and members of the committee, my 
ume is Nelson R. Kraemer. | am the director of the Christmas Seal 
sate Service of the Nationa Luber UiOsis GASSOCITaTIOnN with ofh es 
ocated in New York City. I lve in Park Ridge, N. J. 

| Lik here today to pla , ne ! l 


erning the effect an increase in postal rates would have on the pre 


eran and ser) ces rendered by our afhliated associations. 

Phe National Tuber ulosis Association rough its more than 3.000 
ifhiliated Libel LiOs and health associations, located in all SeCCTIONS 
of the country, conducts a ear-rouhd provrTra avast tuberculosis 

rough eaucatioh, mass X-raving, rehabilitation, and other services. 
Qur annual Chi stmias seal sale campa i} isa dual purpose: (1) To 
raise funds for our program; and (2) to promote better public under 
=tand ng of tuberculosis and of the measures ne essurv for its control. 

At a recent meeting ere ! Washington, Dr. James Schaefier. 


kederal Se urity Agency, emphasized that any new concentration of 
population, particularly in the current emergency, will always create 


ealth problems. Dr. Schaetfer said 


foo not lose sight of tuberculosis “ t} ! i) bye 1lOSiIS is 
‘ ~ epicde l i ‘ ec fies 
nd by that he meant hospitals 
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The program for mass X-raying large segments of the population 
has further accelerated the decline of the tuberculosis death rate. Ih 
the United States last year, approxiinats lv J YOO OUOU persons had chest 
N-rays taken. A vital part of this program calls for the matling of 
otices of N-ray results to individuals These reports were sent out 
either ona Gover! ment l-ce t post are enclosed nel velope 
third-elass-bulk mail A 1 percent Yess postage expense Tor 
service would mean pl and sumply $150,000 less for the 
iss N-ray program . 
For 45 ven the Cla Styin eal sale fetter a ompanving thie ‘ 
! PP] Ot thre i 7 il *s most pote eilis of health ea 
, ryt le { } Mtformes is prey ve na ¢ rative mea 
t . For tubs ] This lette promote lo ealth service te] 
i ene hycpy ery ( byt able =} | measures to pre t 
' 
j ” Te a rr f He] Os l> 
1 e last Christmas seal ly 7 » in est ited 261 
etters were mailed ler third-class rates ihe proposed legisiatiol 
ould increase 1 phase of the OSIS ASSO iwions: 1? tpt 
xpense S240500 Phe proposed rease In first-class Government 
ostal ecards woul nerense ost of Oo ( ristmas seal mia o 
j rmdidditiol iE STSOS ny 
} tio Bulleti Tort 4 OO pers tt tO ' 
r lav worl reneral ed) practit e)] nthe held of e] 
ss contro the \ie in Review of 7] ere OSIS I eS Oy 
edieal sp mont It entifi edical jour 
ternatio pend 7 by phvs ins. healt olicers. a 
i) work ta} ( id -s t tihe dat | e propos 
ye } SECs (| } reat vO ac } miit~ona OU oO oO 
mst ror bill 
j i] t oO Lore or Tota ~ Thy ! ()\ unount WI 
" added to the postage expenditures of ow filiated an " 
lent tuber - ssociations for the monthly mathnegs of 
? ly] i ) ! eports Ih . to | oT Hore t} il = > 
ld rece rly ring faliment of programs throug 
Ol Ltr t} onev\ a pay re LPpronil itely 3" 1h 
‘ N-ray Phsee exa i ms would result the discovery of 
pproximately Hew ~ of active tuberculosis. This sho 
e of vital concern to every especially when we realize that tube. 
LIOSIS eVel iiter a Tt hese ears stil] the leadine ¢ iuse of deat 
the we Group 1D 1 +t It - i@ TO) | Her amo hg Ol usr it Ol 
fectious diseases, 
\s we look back In history t the WOPrtTC-WIicte battle Pamst t 
losis we find a close working relationship with the Post Office Di 
ment A number of foreion countries have ssued Ssemipost 
ips to raise money to heht tubercultos) Half of the price of th 
muipostal covers the postage of the letter, while the other half, o1 
PraX, Gor 0 Uupport e Tiubel LtOSIs> control] Drogral Letuath 
e idea of the ¢ rist is sen ile orlemated 1 mark 1204, 
en na of Ki) i] Holl e]] 1 post tl] clerk It ld hh post ofti 
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not for postage but to raise money for a sanatorium for tuberculous 
children. It brought a new and fighting attitude against a dreaded 
foe. Since 1907, when Miss E ‘ily Bissell originated the Christmas 
seal sale in this country, tuberculosis associations have leaned heavily 
on the cooperat ion and support of postal authorities. 

We realize the problem the committee has in reaching an equitable 
adjustment in postal rates to meet the current defic its in the postal 
service. We ask only that fair consideration be given to the effect 
this legislation would have in forcing the voluntary tuberculosis asso- 
ciations to reduce their efforts directed toward the eventual eradica- 
tion of tuberculosis and obtaining better health facilities for the 
people of our Nation. 

Senator UNperwoop. Have you any questions? 

Senator Cartson. Mr. Chairman, I want to commend Mr. Kraemer 
for his statement. Of course, the organization, too, for the splendid 
work that you are doing in eradicating or removing tuberculosis 
in this Nation. 

As Governor of the State of Kansas I had the privilege of co- 
operating very closely with your State organization. They are doing 
a splendid work. 

Mr. Kraemer. Thank you. 

I think one thing we have to remember in all of this, and I think 
I can speak in terms of all voluntary agencies for just a minute, 
voluntary services of this sort are actually the essence of democracy. 
They are uniquely a democratic device. They are foreign to and 
they are rejected by totalitarian states. Ina way they provide a 
barometer of our times. 

As we look back in history, as the gains or losses of voluntary serv- 
ices have gone, so has gone the Nation. All we have to do is to look 
at Europe to see it. 

Senator UnpEerwoop. May I ask you a question right there? Have 
the newspapers helped you some in these Christmas seal campaigns? 

Mr. Kraemer. Yes; they do with their publicity. The newspapers, 
the radio stations, and so forth. 

Senator Unperwoop. One other organization that appeared before 
us was the Elks. I think that they in some States have sponsored 
the X-ray work? 

Mr. Kraemer. Yes. 

Senator Unperwoop. Has the help of those associations been es- 
sential / 

Mr. Krarmer. Normally, it has been in cooperation with us, yes, 
sir. In fact, we need any community organization to help us. 

Senator Cartson. In view of the fact that the funds for this 
work are voluntary contributions largely through the sale of stamps 
or gifts, an increase in postal rates would, of course, as you state 
in your statement, iF the number of X-rays that could be given 
and the amount of work, which is very important. 

Mr. Krarmer. Exactly. 

Senator Unprerwoop. Thank you very much. 

Mr. Krarmer. Thank you. 

Senator Unprrwoop. We will next hear from Mr. Philip G,. Ret- 
tig, director, Research Services of the National Society for Crippled 


Children and Adults. 
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STATEMENT OF PHILIP G. RETTIG, DIRECTOR, RESEARCH SERV- 
ICES, NATIONAL SOCIETY FOR CRIPPLED CHILDREN AND ADULTS, 
CHICAGO, ILL. 


| Mr. Rerrig. Mr. Chairman and gentlemen, I have prepared a state- 

ment which I would like to present for the record. I would, also, 
| like to ask the clerk of the committee to make a couple ot smal] cor 
rections In this statement. I have just observed in rereading it that 


Ww 
my typist in a couple of places usd H. R. 2982 when it shou 
been S. 1046. My apologies to the committee for such error. 

Senator UNpEerwoop. Without objection that will be done. 

Mr. Rerric. I am not going to read this statement. I would like 
to talk very briefly and to present our geen 

The national society is the Easter seal agency which I trust you 
have all heard of. 

We have some 2,000 State and local societies throughout the country. 

We are a charitable and philanthropic organization. We have 
qualified under chapter 1, 101 (6) of the Internal Revenue Code, and 
as such are exempt from Federal income tax. 

We have a very broad program of health, welfare, education, recre- 
ation and rehabilitation, employment services for crippled children 
and adults. We do not duplicate the services rendered by any gov- 
ernmental agency, Federal, State or local, nor do we duplicate the 
services rendered by any private organization. Rather, we supple- 
ment those services and work cooperatively with them. 

We have a very ambitious program and we think that is, positively, 
necessary because the needs of crippled children and adults through 
out this country are great. 

We have more than 9 million orthopedically handicapped people 
in the United States. 

During the past few years our ability to serve cripples has grown 
very encouragingly and I believe that we can attribute a great deal 
of that growth to the United States of third-class mail. 

Each spring we conduct a fund-raising campaign and it is con 
ducted through the mail, and each letter contains information about 
what is being done for crippled children and what their needs are. 
It is a public education device. And enclosed in each letter you will 
find this sheet of seals. 

We encourage people to use those on their mail. We do not sell 


ld have 


them. They are given away. And if the public uses those on their 
‘orresponde nee, there is this little exhortation to he ‘Ip cripp led chil- 
dren. 


In this world we live in today it is much too easy to forget there are 
rippled children unless we happen to have one in our family, or some- 
body like that. So we have a very important public education pro- 

vram. 

Our letters, also, serve as a case finding device. Many people will 
have a crip pled child and they will not know where to go or what to 
do about getting care for this child. 

Last year we mailed approximately 27,000,000 letters throughout 
the U nited States, and this was the ope ning of our camp: on. 

This picture was taken in this very building. I am sure that you 
recognize the persons there. The little girl is suffering from cerebral 
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palsy. From down in Norfolk, we received very broad and very en- 
couraging support for our campaign, 

Should S. 1046 be enacted in its present form it would increase the 
mailing costs of all of our State societies. We have a soc lety in ever V 
State in the Union, Alaska, Hawaii, the District of Columbia, and 
Puerto Rico. It would be increased by $270,000, that is, on the basis 
of a mailing of 27,000,000 pieces. And that is what our mailing was in 
19D]. 

We say it would increase the cost. In a business firm you can toss 
that on to a consumer to a certain extent, but in work of our kind it 
would actually mean that $270,000 now available for services for crip- 
pled children would have to be diverted into a cost and that much 
service would be lost. 

Last August down in Kentucky, Mr. Chairman, our Kentucky so- 
ciety opened the new cael dinal Hill Convalescent Home at Lexington. 
I am confident that vou are familiar with that. 

Senator UNprerwoop. I was there. 

Mr. Rerrie. I was not sure of that, but IT was quite certain that vou 
were familiar with it. 

The enactment of this bill would increase the Kentucky society's 
cost. by $2,750 next year. That would mean the equivalent of 275 
patient-days in this facility right down there. 

In Miami, Fla.. there is a new facility just opened down there, a 


cerebral-palsy treatment center. The increased costs under this pro- 
pee bill would be $3.620, That is the equivalent of 3.620 physical 
therapy treatments or occupational or speech-therapy treatments. 

In North Dakota we have a mobile speech : ind hearing clinic. which 
Savery eood service Ina rural area of that kin ad. whe re your popula- 
tion is so widely distributed. The abr Dakota mailing cost would 
be increased by $1.550 this next vear. That is tl he equiv: alent of test 
ne and di: y mmositig of speech asa ie ring defects for 1.000 children. 


No! e mre these services W hich l am Avariel ing. centlemen, are heing 
offered by any other private agency or by any public agency. 

Up in Minnesota the increased postage cost would be SH500 next 
vear. One of the services our society renders up there which is a non- 
duplicating service is a summer speech and hearing camp where chil- 
dren are olven speech and hearing treatments ina camp environment. 
They receive not only the benefit of this a speech and hearing 


test. but. also. the benefit and stimulation of : Camping program. 
In Pennsylvania we operate a number of spaani*tnatine for crippled 
children. An d the proposed increase In postage rates for the Penn 


svilvania soe lety would mean an additional cost of 819.000 next vear. 
That is the equivalent of 6.500 days of camping for crippled children. 

In Lowa we operate a cerebral-palsy school. It is a treatment center 
and op erated in Des Moines. This is only one ot their services. And 
the ing road postage out there would be $6.970 next year. That is 
7,000 physical-therapy treatments. 

In Providence, R. I.. we have another cerebral palsy treatment 
center. The postage increase would be 81.500 next vear, the equiva- 
lent of 1.500 physical-therapy treatments. 

The S8270,000 is the equivalent of the salaries of 90 physical thera- 
pists, spee ‘h ther: ap ists, or occupational therapists. 

These examp les | have pp resented are not iustrations of the larger 
States in all instances, but I do believe they demonstrate In some part 
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that there would be a deprivation of service for crippled children 
because of this rate increase. 

I am confident that the $270,000 cannot mean as much to the Post 
Office Department in revenue as this $270,000 means to the welfare of 
the Nation in being spent as it is now. 

You have just heard Mr. Kraemer of the National Tuberculosis 
Association speak, 

I see that the National Foundation for Infantile Paralysis 
Statement to present. 

What Iam saying can be multiphed many times. It is likely that 
such an increase would make our fund-raising program which we are 
using at present uneconomic. It might even mean a complete decreas 
in over-all funds available for this kind of activity throughout the 
country. It could actually mean tens of millions of dollars now being 
contributed by the public and used for welfare and health purposes 
woul | have to just be adi s< ‘ontim ied. 

We have approximately 50.000 board and committee members serv 

& throughout the Um ited States as volunteers. Not one nr sti 
a nickel in compensation. They serve at the National, the State level, 
and the local level. Tam sure that m: inv of you know them. 

| believe that the Senator, probably, knows Mr. Chandler of Wich 
ta quite well. He is president of our Kansas society, has been for 
some time, and his father for many years was very active in this work. 

Senator Carutson. Since you have mentioned Mr. Chandler, I think 
I should state for the record that the present Mr. Chandler's father, 
Mr. C. Q. Chandler, originally did a large amount of work in our 
State and it was through his efforts that we secured State legislation 
for a crippled children’s commission. We have an outstanding com 
mission. The legislature appropriated $200,000 a vear for it. His 
son Is carrying on. 

In addition to the many fine contributions they get from other 
citizens. Thev are doing a very splendid work. 

Mr. Rerrig. Our board is comprised of businessmen, community 


It) 


lenders, 

Qn our executive committee we have a former State governor from 
one of our New England States. We have two corporation lawyet 
two manufacturers, a former judg They are a group of thoughtful 
CITIZENS. The 2 wre men W ho He ‘hie Se at government nmiust be oper ated 
efliciently and schanaiinaiie: And they deliberated for an extended 
period of time on this legisl: ition nas to what our attitude should 
and it was only after this very profound deliberation that they took 
the stand which we are now taking, that is, that we recommend respect 
fully and urge this committee that section 3 of S. 1046 be amended to 
exempt philanthropic and charitable organizations which are exempt 
from Federal taxation under 101 (6) of the Internal Revenue Code. 
to exempt those organizations from an increase in this postage rate. 

Chat matter was discussed a vear ago with a responsib m represent 
ative of the Post Office stent oath Ile said. without committing 
himself, that the proposed mechanics of the exemption were feasible 
and administratively practical. 

The proposal Wwe made ad vear ago Was iIncorpor: ated Into the ly 1] 
which Ah is committee rep rted out. I believe it was in September of 
1949, 8.1103. And our proposal was very simple. 
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All of our bulk mailing is done on a permit basis. When an organi- 
zation exempt from Federal taxation under 101 (6) would make ap- 
plication for this permit it would present with its application a certi- 
tied true copy of its letter of exemption as rendered to it by the Internal 
Revenue Department. It would, also, file with it an affidavit that this 
letter of exemption is in full force and effect as of this date, because 
those letters are continuing propositions upon the filing of these papers. 

We make a re with the Post Office. We make a prepayment 
of our post: we bill P rior to the depositin or of the mail in the Post 
Office. So what happens is that when we deposit our mail the postage 
is already paid, the indicia is imprinted on the envelope, we fill out a 
form, we give it to the postmaster, ce rtifving how m: uny pieces. I am 
contident that the postmaster makes a check on us as to the number of 
pieces involved. And then our account is debited for that specific 
sum. It would not cost the Post Office Department any significant 
sum to administer an exemption of this kind. I hope I have made 
myself clear as to how it would operate. 

It isa bookkeeping entry. The debit is at the rate of 1 cent instead 
of 2 cents a piece. 

The Post Office Department could, also, use the investigation and 
the adjudication which had already been accomplished by the Bureau 
of Internal Revenue in granting tax-exempt status to an organization 
of this kind. So there would not be that necessary review or a dupli- 
cation of review by the Post Office Department. 

There is one other point that I would like to m: ake and, that is, our 
mail is economic mail for the Post Office to handle. We do not have 
one piece in these 27,0 “ole pieces that crossed a State line last year. 
I cannot say exactly, but a very large percentage of this mail was 
delivered directly to the addressee from the Post Office in which it was 
de posited, 

The reason for that is this: Volunteers assemble our mail and do it 
on a community or town basis. 

In Miami. which I mentioned before, the firemen stuff the envelopes. 

Girl Scouts, women’s club groups, and other groups of that kind 
do it. 

So the mail does not impose a great transportation cost upon the 
Department. 

In addition to the $270,000 which our State societies paid last vear 
to the Post Office Department for postage we generated more than 
6,000,000 pieces of third-class mail which were the returns coming 
back to us. We had more than 6,000,000 mail donors which meant 
another $180,000 in revenue for the Post Office Department. The 
£150,000 total of the third- and first-class mail impresses me as a sub- 
stantial amount of Post Office Department revenue. 

I certainly appreciate the attention you gentlemen have given me. 
And in closing I would like to say through the years Congress has 
recognized the unique position of these organizations by excluding 
them from the application of certain tax laws and, also, by encouraging 
the public, both corporate and personal taxpayers, to make contribu 
tions to them, because these contributions are exempt from taxation. 

Because of the service that we are rendering the public, and by “we” 
I mean the other organizations of the same type as the national society, 
and because of the unique position of charitable and philanthropic 
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organizations, I respectfully urge on behalf of 9,000,000 crippled chil 
dren and adults in the country, and more than 50,000 volunteer board 
members serving our org@aniz: ition, that the members of this commit 
tee recommend that charitable and philanthropic organizations be 
exempt from any increase in third-class postage rates. 

Thank you, Mr. Chairman. 

Senator Unprrwoop, We thank you for giving us this informati 
I do not think there is any question at all about the interest 
members of this committee in the work that vou are doing. 

[ would like to ask you this question: I do not know whether I eat 


i 


put it in the form of a question or not without making a preliminary 


Statement, 

The problem we are up against is that, of course, these increases 
must be made that have already been overdue for postal employees. 

We have had | ‘tured to the country the fact that there is a defi 
in the Post Office Department, and that that deficit is caused by the 
failure of certain users of ~ mails to pay their fair share of the 
cost of the mails. I think it is obvious that you ¢ annot continue to 
make those who are ¢ hs ail for t he use of the hii uils pay the burden 
for those who are exempted from any cost. And it has been suggested 
in lieu of doubling the charges to which you have referred that there 
should be an increase of 25 percent. 

To what extent do you believe an increase of 25 percent would be 
harmful ? 

Mr. Rerric. It would be harmful, Mr. Chairman, to 25 percent of 
the story which I presented. I mean, it is ve he simple arithmetic, so 
far as we are concerned in our organization. I agree with what you 
sav. We believe that the post office must be run efficiently. We have 
excellent relationships with the post office. 

You might be pleased to know oe our last campaign the Post 
Oflice Department cooperated with us by giving us a —— ad 
dress. Our radio program said, “M, ul it to Crippled Children, care 
of your local postmaster. 

However, I think this argument that is being used about exemptions 
and othe 1 ap os of that kind, opposing them, might very well be used, 
if you wish, concerning income tax and the tax position of nonprofit 
organizations. 

Senator Unprerwoon. It is being nsed. 

Mr. Rerric. There is one point that I failed to make, that is, that 
the exemption I am seeking is for subsection 6 which is only 1 of 19 
different classes found under chapter 1, section 101. It is the one 
section that is the true charitable and apes, fig It does not 
have any of “the money-making nonprofit corporations” involved in 
that classification, sir. 

Senator Unprerwoop. I see that. That is just what I wanted 
know. 

Mr. Rerric. It brings it down to a pure charitable group, sit 

Senator Cartson. We have a statement to the committee for the 
record from the National Foundation for Infantile Paralysis which 
will be submitted for today *s record, 

I note on the first page that they make the statement: 

If any increase shall be granted in third-class mail rates, we respectively urge 
that the following amendment be added @*except that, in the case of cirenlars 
books, and catalogs of 24 pages or more, seals, tugs, and other devices, used 
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mail sent out by charitable and philanthropic organizations exempt under 
section 101(6) of the Internal Revenue Code, ” * * the rate shall be 10 
cents for each pound or fraction thereof with a minimum charge per piece of 
1 cent. 


Would that take care of you folks / 


Mr. Rerric. That is exactly it 
Mr. Larimer. At this time may this be made a part of the record ? 
(The statement is as follows :) 


STATEMENT OF THE NATIONAL SOCIETY FOR (CKRIPPLED CHILDREN AND ADULTS 


Mr. Chairman and members of the committee, my name is Philip G. Rettig. 
{ am director of research services of the National Society for Crippled Children 
and Adults. Our national office is located in Chicago, Ill. I also reside in Chi- 
cago. Tam conscious of and sincerely sympathetic with the many problems con- 
fronting this committee in its review of postal rates. I am here today to bring 
before your committee certain facts and problems concerning the services of 

charitable and philanthropic organization and the effect an increase of their 
postage costs would have on the services offered by our organization and other 
charitable organizations. 

The National Society for Crippled Children and Adults is a Nation-wide 
federation of some 2,000 State and local societies which offer services to crippled 
ehildren and adults in every State in the Union, the District of Columbia, Alaska, 
Hawaii, and Puerto Rico. The national society is a charitable and philanthropic 
organization, and has qualified under chapter 1, section 101 (6) of the Internal 
Revenue Code 

The national society has a broad program of health, welfare, education, 
recreation, rehabilitation, and employment services for crippled persons, We 
strive to meet the unmet needs of this vast segment of our population which 
needs help. We do not duplicate the work of any other private or public agency. 
Phe service program of the national society and its affiliates throughout the 
country is established and carried out in harmony with Federal, State, and 


ocal governmental agencies, and other private agencies offering services to 
rippled persons. Our program is based upon the philosophy that crippled 
persons are a normal and ever present part of society and, as such, are there- 


fore entitled to every opportunity to make their contribution to society as use 


+ } 


ful citizens and to the limit of their abilities 


Our program includes location of cases; diagnosis and physical correction : 
adeqnate education—cultural, academic, and yocational; recreational facilities 
and opportunities for a normal social life: vocational training and placement : 
research and prevention; and public education for a better understanding ot 
rhe problems of « rippled persons 

Qur program is an ambitious one, but the needs of crippled children and adults 
re great Unfortunately, the most seriously crippled children are not always 
found in families with the greatest financial resources to provide adequate and 
expensive care and treatment woithem. Restrictions placed on governmental 
agencies often exclude these children from their programs or limit the amount 
of care and rehabilitation they can receive lt is here that the national society 
and its affiliates are challenged and required to provide care and treatment. 
Such a program is expensive, and the extent to which we can carry it out de 
pends upon the amount of funds which we can secure 

During the past few years our ability to serve crippled children and adults 
has enjoved an encouraging growth Mhis past growth has been greatly facili 
tated by our use of third-class mail. Our future use of third-class mail at its 
present rate will be an important factor in our ability to continue to serve erip- 


led persons 


The services of the national society and its State and local units are financed 
ilmost exclusively through the annual Faster seal appeal. Each vear, during the 


30-day period prior to Easter, our State and local units inail appeal letters to in 
dividuals in their respective States and lecal communities, These Easter seal 


letters tell the people of the Nation of the needs of crippled children and adults, 
how these needs are being met, and what must be done to continue to meet these 
needs, both present and future. Each piece of mail contains, in addition to the 


informational letter, a sheet of Easter seals and a self-addressed return enveloy 
These letters are a valuable instrument of public education and information 
because they make a definite point to inform the public of the problems of 
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crippled persons and of facilities and services available r them in the 
community In our evervday life it is much t "as! forget about 
persons who are less fortunate than we may \ remind the 
that there are crippled persons in the world 1) have many 
needs and that each of us can help them 

rhis mass annual mailing is also a very valuable case finding and 
device Nearly all of our societies incorporate n enel letter the } 
statement ‘If vou know a crippled child or adult who is not receiving 
and treatment, won't vou please tell us.” Each year, through th 
sentence, We find many persons who are in need of lditional services 


know r uncertain as to where o ) thev sho 


COVeTY we are nuble Vil } roy des St] 
their care and treatment ‘ough another 
ciety is now in its thirtieth year of service to cripple 
St nupleted our eighteent! annua Kaster sea ent 
reports show that we placed about 27,000,000 letters 
80-day period prior to Easter These letters were 
With the present regulations gov I ird-cla 
ich Should this committe avoratl report sect 
should the Congress pass this bil r postage cost 
TOU) eXt veur on a compe rable om: ing It 
our postage Costs Wai i increased 
. crippled children and throughout the 
mild be depriy f S270.000 in service now av: ' m™ This S270,000 
is the equivalen f the total annual salar f hysical therapists 
We sre confident th: t is not the intent ae 
to deprive thousands and thousands of chi ind adults of the need 
these therapists ¢: and are giving thes rip ‘noand adults 
Becoming mor ' j I wo ! ike \ ‘ a . exainples 
es that m he discontinuer 


Ned 
ugtust tl Kentuck ‘ty opened 
Home at Lexingtor ! followin rm 
crippled children are g m care and trei lent enabling 
parents and . Knactment I t .. 2VS2 wil 
Nentucky s ty a idd mal $2,7: Xt year and uld deprive 
children of rm da ot esce care at t ine. The identic: 
Cardina il} onvalescent He 
snot offered by a \ agency that area of the Sta 
In Miami, Fla., local so operates a cerebral palsy treatmer 
Where childret CO] al therapy, occupational therapy, speech 
is designed to enable them ft 
ie productive and contributing 
The proposed increase in postag 
$3,620 in additional stage next year 
reased cos | to 3.620 physical-therapy treatments for 
lat Within 
} 


Our North Dakota TY operates mobile Speech and heari 


Because the populatic this State is widely scattered, this mobil 
S fulfilling one @ most urgent needs of crippled children in the 
The proposed third-class postage increase contained in S. 1046 would 
sitate the expenditure of an additional $1,850 by our North Dakota socie 
next year. This additional postage cost could deprive more than 1,000 chi 
dren of the State of the sp being furnished 
North Dakota society 


In Minnesota our State l erares a speect and he: 


Summer crippled childret 1 | “) TO Overcome speech hi 
! deficiencies. The SS.300 additional postage cost which 


passage of H. R. 2982 could deprive crippled children of more 


{ 
ittendance at this speech and hearing camp 


Our Pennsylvania society operates several camps for crippled children where 


they receive physical therapy, speech therapy, and occupational therapy it 
ddition to the over-all benefits to be derived from the healthful stimulation of 
participation in a camping program. The postage increase proposed in H. R 
2982 would increase the costs of the Pennsylvania society by more than $19,000 


and could deprive crippled ¢ hildren in that State of nearlv 6.500 davs of camping 
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or more than 19,000 physical-therapy treatments now furnished in the camps 
or the many treatment centers operated throughout the State. 

In lowa our society operates a cerebral palsy treatment center in Des Moines. 
Here cerebral-palsied children could be deprived of the equivalent of nearly 
7,000 physical-therapy treatments since the proposed increase in third-class 
postage would cost this society an estimated additional $6,970 next year. 

In Providence, R. I., our State society operates a cerebral palsy treatment 
center known as the Meeting Street School. Although this is not one of the 
most populous States in the country, the proposed postage increase would cost 
the Rhode Island society an additional $1,500 next year and could deprive 
crippled children of 1,500 physical-therapy or occupational-therapy treatments. 

These examples are illustrations of some of the services which might have to 
be discontinued in specific States should S. 1046 be enacted. They are not 
examples from those States in which we have our largest mailings and where 
inany more children could suffer a greater loss of services. 

We appreciate the necessity for improving efficiency within the postal service. 
All efforts directed toward putting the postal service on a sound financial basis 
meet with our approval. However, I am certain that it is not the intent of Con- 
gress to curtail the activities of charitable and philanthropic organizations that 
perform vital and necessary services for the people of our Nation. I am econ- 
tident that the increased revenue that the Post Office Department could derive 
from organizations such as ours cannot mean as much to the welfare of our 
Nation as do the services now made possible by this $270,000. 

The handling of our third-class mail is somewhat unique because we are organ- 
ized on a State and community basis. It is not expensive for the post office to 
handie our third-class mail. It is sorted, tied, bagged, and delivered to local 
post offices in accordance with present regulations. 't does not cross State lines 
and very frequently is delivered directly to the addressee by the post office in 
which it is deposited. 

Should the Congress increase the third-class postage eosts of charitable and 
philanthropic organizations as now proposed, many of these organizations may 
tind it necessary to abandon the use of the mail or to greatly curtail their bulk 
mailings Such action would eliminate or curtail the valuable and useful 
services these organizations are now furnishing the people of our Nation, If the 
National Society for Crippled Children and Adults discontinued its service 
program, it would mean that annually more than $7,000,000 worth of service for 
crippled persons would be eliminated. 

I do not believe that, in good conscience, we Can deprive crippled persons of 
needed care and treatment unless, at the same time, we are prepared to provide 
an adequate and effective substitute for the present services If voluntary 
necies do not provide these needed services, the public is almost certain to 





ge 
turn to the public agencies for them—which could mean an increase in taxation 
nd the appropriation of tax funds 
This spring the Post Office Department enjoyed an income of some $270,000 
from our Nation-wide Easter seal mailing. In turn this large mailing generated 


more than 6 million pieces of first-class mail—letters forwarding contributions to 
eur State and local societies—from which the post oftice realized more than 
S1S0,000, on what is an acknowledged profitable operation for the Department. 


iiimination of our mailing operation could not only deprive crippled persons of 
nillions of dollars of needed service, but would also deprive the Post Office 
Department of some $450,000 of revenue. 

‘The loss of services for crippled persons and the loss of post-office revenue 
described herein are only those resulting from the operation of the National 
Society for Crippled Children and Adults. It is easy to realize that an increase 

i the cost of third-class mail could cause charitable and philanthropic organiza- 
tions to curtail their operations to such an extent that the recipients of their 
services would be deprived of tens of millions of dollars of service and that the 
Department would be deprived of millions of dollars of revenue annually. 

Che board of trustees of the National Society for Crippled Children, its execu- 
tive committee, and the boards and committees of its 2,000 State and local 
societies are composed of business and community leaders. Among the members 
of our executive committee there are a former State governor, a former judge, 
corporation lawyers, the president of a medical college, a banker, manufacturers, 
the president of the world’s largest woman’s group, and the former president of 
one of America’s greatest corporations. This entire committee maintains that 
all departments of Government should be operated efficiently and economically. 
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Our board spent many hours considering the position the national society should 
assume on S. 1046 and it was only after profound deliberation that it was unani- 
mously determined that we must expend every effort possible to interpret to this 
committee the needs of crippled children and the effect the increased postage 
costs would have on the present services we are furnishing them. 

We recommend and respectfully urge this committee to amend section 5 of 
S. 1046 to enable charitable and philanthropic organizations, exempt from Federal! 
taxation under chapter 1, section 101 (6), of the Internal Revenue Code, to retail 
the present third-class bulk-mailing rate of 14 cents per pound with a minimum 
fee of 1 cent per piece. 

When a measure similar to this bill was being considered during the last 
Congress we discussed the administration of this proposed exemption with 
responsible representative of the Office of the Assistant Postmaster Genera] 
and were told at that time that the proposed plan was administratively feasible 

nd practical and that today there are ample precedents for such a classification 
of mailing, particularly in second-class mail. 

The bulk third-class mailing by charitable organizations is accomplished 
through the obtaining of the prescribed mailing permit and the prepayment of 
the appropriate amount of postage. We suggest that a charitable organization 
desiring to avail itself of this 1l-cent rate would file with its application for 
third-class bulk-mailing permit an attested true photostatic copy of the letter of 
exemption issued to it and signed by the Deputy Commissioner of Internal Reve 
nue by authority of the Commissioner. With its application the charitable orga 

ation would also file an affidavit by an authorized officer of the organization 
stating that the letter of exemption is, as of that date, in full force and effect. The 
wstinaster in making charges against the prepaid-postage deposit made by the 
permit holder would debit the charitable organization at the rate of 1 cent per 
piece rather than an increased rate. This procedure would in no way aid any 
ndditional bookkeeping costs to the operation of the Post Office Department, nor 
does it further complicate the operation of the Department since bulk mailing 
this kind can use a printed postage indicia rather than stamps purchased fron 
the Department. 

It will be observed that in the proposed exemption procedure the Post Offi 
Department avails itself of the investigation and adjudication made by 
Lureau of Internal Revenue in granting tax-exemption status to charitable and 
philanthropic organizations so the Department will not be burdened with either 
nvestigation or adjudication It will also be observed that the exemptior 
requested applies only 1 of the 19 different classifications of tax exempt 

nizations This one group, subsection (6), contains those organi i 
j tuble and philanthre pic il eha ter al 
] 


g under subsection (6) are relatively smal 


at > “Ticase 

, y Lin number 

a result our mmended amendment of S. 1046 will in no way be opening 
present bulk third-class mailing rate to abuse by a large number 
thizartions 

In considering a similar bill 1 adju 1 ige rates during 


(‘ongress this committee writable and philanthropic 


at 
exempt from Federal taxation under chapter 1, section 101 (6), of 


venue Code, should be exempt from an increase in third-class post 
he committee expressed this feeling in its report of September 30, 1949 
Report No. 1119—and included the exemption in the bill it reported out of com- 
ttee on the same date 
Through the years the Congress has recognized the unique position of char 
ble and philanthropic organizations, by excluding them from the application 
certain taxes and by encouraging both personal and corporate taxpayers to 
nancially support them through special tax-saving provisions for contributior 
ade to them. Upon this precedent and upon the merits and values of th 
Vices now being rendered by the charitable and philanthropic organizations 
hronghout the country, | respectfully urge, in behalf of the 9,000,000 crippled 
dren and adults in our Nation and the 50,000 volunteer board and committee 
embers of the national society, that the members of this committee recommend 
hat charitable and philanthropic organizations be exempt from any increase 


e third-class postage rate 


Mr. La riIMER, Former (Congressman John ()’Cor nor had expected 


to be here in person and present this, but was unavoidably prevented 
rom doing so and asked that it be placed in the record, 


‘ 
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Senator Unperwoop. That may be inserted in the record at this 
point, together with Mr. Rettig’s prepared paper. 

(The prepared paper of the National Foundation for Infantile 
Paralysis, Inc., and the prepared paper of the National Society for 
Crippled Children and Adults are as follows:) 


STATEMENT OF NATIONAL FOUNDATION FOR INFANTILE PARALYSIS, IN¢ 


Mr. Chairman and members, our concern is over the proposed increase in post- 
age on our cards and unsealed mail, used in soliciting funds—principally dimes 
au proposed increase from 1 cent to 2 cents. Such an increase would add about 
$250,000 a year to our postage bill 

If any increase shall be granted in third-class mail rates, we respectfully urge 
hat the following amendment be added: 





“except that, in the case of circulars, books, and catalogs of 24 puges or more, 
seals, tags, and other devices, used in mail sent out by charitable and philanthropie 
gunizations, exempt under section 101 (6) of the Internal Revenue Code, 

the rate shall be 10 cents for each pound or fraction thereof with a 


minimum charge per piece of 1 cent 


rHE WAINWRIGHT AMENDMENT 


That amendment was adopted, unanimously, in this Senate committee in 1949, 
gain submitted to this committee in 1950 in its consideration of the 
then H. R. 245, on which bill this committee took no action 

The original author of the amendment was General Wainwright, then c¢om- 
mander of the Disabled Veterans, since which time the language has become 
known as the Wainwright amendment. 








rHE 1950 BILI 


Phe postal rate increase bill, considered in 1950, proposed a 50 percent increase 
third-class mail rates. As we pointed out, then, such an increase would take, 
out of the funds of the National Foundation for Infantile Paralysis, an additional 
suin of about $125,000 for postage, leaving that much less for the care and treat 


¢ } 


ent of the thousands of victims of the dread disenuse poliomyelitis—generally 


hown as infantile paralysis or polio 


THE 1951 BILLS WOULD DOUBLE THE RATES 


Now the bills being considered this vear (1951), H. R. 2982 and S. 1046, would 
double the third-class rates, with the consequent greater expense to the founda- 
tion, and similar philanthropic organizations, and would subtract that much 
more additional expense from the geveral funds, made up of contributions, princi- 
pally dimes—that much less being available for care, treatment, and research, 


We, therefore, feel it our bounden duty, to our greut cause, to present the 


situation to your committee, so that the matter will receive your most thorough 
nd earnest consideration 


We raise no question about the statements of those in authority that the 
Post Office Department and postal service needs more revenue, to put it on a 
paving basis or approximately so 


Nor do we raise any question, whatsoever, about the local post-office em- 


ployees being entitled to increases in their salaries, to meet, or more nearly 
approach, the indisputal le recent increases in costs of living. 


We submit, nevertheless, that, however worthy those two objectives may be, 


it would be short-sightedness on the part of all—each and every one—involved, 
to reach into these philanthropic funds to meet even a part of such postal rate 
increases which are now suggested—and for the following reasons: 

The National Foundation for Infantile Paralysis, since its founding in 1988 
by the late President Franklin D. Roosevelt, has given direct assistance in whole 
or in part to more than 165,000 American citizens stricken by 
and abroad This assistance has been given regardless of 
to all patients who need it 


the disease, here 


rice, color, or creed 


The organization leads, directs, and unifies the fight against infantile paraly 


sis—commonly known as poli 
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rHE MARCH OF DIMES 


Each vear the publi 
appeal in more generous amounts. But through the years 


has contributed to the well-known March 
nfantile paralysis has continued to mount until today 
izgious disease which is on the increase in this countr) 
he funds of the organization are used f« 
and the most extensive rese; 
st any single disease 
‘vy contributed each yvear rem: 
patients and, in emer 
lemie aid fund The ot r 50 percent 
national headquarters * epidemic aid, 


tessional personnel 


ih-needed pre 
w vic 


last year 
ussisted direct! 


ill need continnil 


lmost S25 000 OO) 


+} 
tl 


lw number of cast 
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Emergency Epiden f 1949 
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S?F00 000 


recovery not 
left with useless 


and misshapen bodies 


t ridemic With the 


he 
es 


Was a Communit ‘epared to meet the ¢ 


being cared for 
ther problem reh Before t! 
lL only a fe | sts had searched to unve 


e disease. The task, ] ver, Was enormous 
re pitifully limited 


Today the national four 


untry’s leading universitie: 
able to report that prom ads indicate that drugs 
linst polio all are noy ithin »renaim of mssibility 


wl t DONS] 
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of control 


rConnor, W the Georgi: 


been able “it publ that it may 


ide of poli 


ir the national foundation researchers succeeded, for 


growing the polio virus, in nonnervé tissue, in test tubes 
ne VITUS would he needed, however. should a Vale ine b 


htees succeeded it | ree distinct TVpes 
types, under years, is exper 
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results by the end of next year, a comparatively short time to arrive at results 
n such scientific ventures. 

Meanwhile, still other researches, supported by March of Dimes grants, have 
mproved techniques of rehabilitation and of mechanical devices that can ma 
terially reduce the percentage of patients who suffer permanent disability. 


EPIDEMICS 


The National Foundation also provides emergency services during epidemics, 
such as sending professionally trained teams of physicians and nurses and 
specialized equipment wherever needed—tlying iron lungs and expert physicians 
ind nurses even as far as the American occupied zone in Germany. Funds are 
ised to underwrite the transportation, maintenance, and salaries, when need be, 


nurses and physical therapists sent into these critical areas. 


TRAINING PERSON NEI 


Phrough scholarships, fellowships, and short refresher courses, the organiza 


on also provides for the training of physicians, nurses, physical therapists, 








health educators, medical social workers, medical record librarians, and other 
fessional workers in this field 
Che found a widespread public information program, designed to 
esen it antile paralysis, to assure proper care, useful precau 
on ind 1 pating panic. Other information is disseminated to 
hys ns welfare agencies to aid them in carrying 
ie! ul wis Lor polio patients 
CONTRIBUTIONS FROM MILLIONS OF CITIZENS 
These great humanitarian programs have been made possible by reason of 
the mes and dollars contributed by millions of people. From an ideal, first 
set down on paper, the National Foundation has become an active, potent, and 
spensable force in the nd health of our Nation 





With the increase in the number of new cases of polio, and the hopeful gains 





esearch, it is practically impossible to curtail any of these programs. With 
the limited financial resources of the national foundation, every outlay of funds 
he weished, and especially any item relate to overhead 
his b would increase our mailing cost by $250,000. This explains our in 
bill under consideration (H. R. 2882), to increase postal rates, and 
wecially t part of the bill dealing with third-class mail. 

Una s bill, which you now are considering, rates for postage, which we 
principally use, would be doubled. For instance, a rise from 1 to 2 cents on 
Marcel Dimes cards and other items which we send third class, would 

cl he cost of ! Os bill by about $250,000 annually, estimating 
25,000,000 pieces of such mail z of our publications under second 

S ! This increase in third-class mail 
ral me l c¢ loss of this huge amount at least, for patient 
reseii and professional education-——the three primary programs of the 

, I I ll or Ih e Paralysis 

N ne would sucevest that it mild be he intent of Congre s to tax, by increas 

ité I reanization whose has financial structure rests upon the 


1 larly at a time whe! 
the increased incidence of infantile paralysis throughout the Nation has placed 


4 


terrifically added burden upon the organization that pays for the care of 
nt lose fan es cannot afford to meet, unaided, these necessarily high 

F TH s INCREAS! 
Two and a fy ion dime $250,000) is sreat sum of money, especially 
ed relation to the use for which these dimes were intended and mor 
espe vhen they were contributed by hundreds of thousands of our American 
rie = sun mitributed by all these folks, would purchase ap 
Ss iron lungs SOO hot-pack machines, or would provide training 
1s sical therapists, whose ranks still must be increased in order t 
lequate number of qualitied professional workers to attend to polio 
patients: or these millions of dimes would sponsor several years’ research in 
vr t] evel iy int phases of scientific study directed at discovering a 
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WHERE OUR FUNDS GO 


For example, in 1949 and 1950 the national foundation has expended 
owing amounts in the following States: 


II. Head 
quarters’ 
uivances t 

napters 
that have 
exhausted 
local funds 
for 1950 


00 
oo 

ON 

7. 022. OY 
&3, 060. 00 
907. 7 


428. BS 


se the situation in every State in the Union } 


as beet 

rtionate sums and to the utmost extent of the foundat 

re no preferences—zeographical, by population, or othe 
1 


tion exists to serve all 
readily be seen that the sum of §$250,000—the 


suggested increas 
our postage—is a factor of immense proportion which, if taken 
xpenses in the payment of postage, would deprive ma i 


ndispensable care how paid for by the national foundation c 
possibly the very recipients of this proposed increase in Govern 
heir families, might feel the effect of this decrease in funds 


Polio is no longe i strictly infuntile disease—even 


FUND-RAISING COSTS 


should be also emphasized that the amount taken away 


ng costs, which tl 
to hold at the very lowest possible minimum In tl 
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ld fund-raising costs té 


funds, for actua 
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Oh 


The national foundation, therefore, respectfully petitions that sach an amend 
ment be added to any postal rate bill which your honorable Committee shall 
report 

Senator UNprerwoop, Senator Dirksen, have you any questions 4 

Senator Dinks} x. IT have no questions. 

Senator Uxprerwoop, Thank you very much, Mr. Rettig. 

Mr. Rerric. Thank Vou. 

Senator Unprrwoop. We will next hear from Mr. Walter Drey, 
president of Walter Drey, Inc., New York. 

Is Mr. Drey present / 

Mr. Larimer. May the record show that his name has been called 
twice during the morning's proceedings. f assume he was unavoid 
ably prevented from being present. 

Senator Unperwoop, Then we will call Mr. Christian P. Norgord, 
Washington representative of the American Humane Association. 


STATEMENT OF CHRISTIAN P. NORGORD, WASHINGTON REPRE- 
SENTATIVE. THE AMERICAN HUMANE ASSOCIATION 


Mr. Norcorp. Mr. Chairman and members of the committee. IT am 
Christinn P. Norgord, Washington representative of the American 
Humane Association, head Uualiters, . Ibany, N. x, 


‘ 
1 
‘ 


Po show you thie type Of Inagazines that the American Humane 
Association publishes, | have brought along a number of copies here. 

The association also publishes other magazines and pamphilets, of 
whiel this Is a fan sample, This isa recent publication, which Is 
rotten out to rnstruet the 600 humane societies, local societies through 
out the Nation, on how to handie annals im the case of A-bombs, and 
that will go to all of those associations. 

Senator Unprerwoop. We will make that au part oF the record. 

The pamphlets entitled “Handling Animals During War Eme 
cencies” and “Our Fourfooted Friends” are on file with the com 
miittee, ) 


Mr. Ni RGORD., Thes 


e ¢ Vv, whereas 
t! ese are sent nationally. Into Canada, and some of our possessoon. 


are, of course, distributed loca 


1] 

I should like to have that made a part of the record, too. 

Senator UnprErRwoop. It will be Incorporated in the record at this 
point. 
~ Mr. Norcorp. As an earlier background to what I have to say, may 
I state that I was for 9 years professor of agronomy and superintend 
ent of farmers’ institutes of the Universities of Arkansas and Wis 
consin, also for 28 years commissioner and assistant commissioner of 
agriculture in Wisconsin and New York States. 

The American Humane Association heads up 600 affiliated hu 
mane societies 1n nearly all the large cities and 1th Wiad \ local Commi 
nities of the United States and Canada. 

It protects children, the aged, and animals from inhumane treat 
ment. It deals also with many national and international problems 
in this and related fields of endeavor. Its great number of philai 
thropic citizens and specialized workers cover a laa eS and Important 
field of humanitarian work. 

The association and its affiliated societies are all nonprofit agencies. 
With a few exceptions, they are all supported entirely by gifts and 
bequests by private, public-spirited men and women. 
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They publish educational magazines and pamphlets that carry 
practically no paid adve rtising tor their support. 
its affili: ited soc ieties, because of this meager 


The association and 
support financially, will be seriously crippled by the greatly increas 
cost for the postage on their publications by the provisions of S 


“| 
1046 


and H.R, 29s. 


This threatening situation is illustrated by the present and pro 
posed cost of mailing the association’s publication, the National 
Humane Review, issued monthly under the second-class rates for 
religious, educational, and philanthropic publications, subparag 
3(d) of section 34.40, Postal Laws and Regulations, edition of 
39 United States Code 285. Under the present law. the cost of m: 
mg the National Humane Review for 1950 was 8602.68. 

Under S. 1046 and H. R. 2982. with the increase of 100 percent, 00) 


«cr 


percent, 25 percent, and 25 percent during each of the three succeeding 
vears following its passage, the cost of mailing the National Humane 
Review will be $1,205.36, double its present cost 


The association publishes other pamphlets such as the Handli 
YY COst 


of Animals Under Atomic ee making a total mailing 
of more than $1,800 per year. While, by the pound, there is no raise 
contemp lated: by the piece, there will be a raise of 1 cent to 2 cents. 

These inereases will make it necessary for the association to dis 
continue some of its lMmportant public acronis. 

The assoeiation’s ; afliliated local societies man of them—issue an 
mail publications approximately of the same size and volume as it 
own. An illustration is the Animal Rescue League of Boston, Mass.. 


publishing Our Four-Footed Friends, issued at 40,000 copies per year 


The estimated cost under >. 


al 


ling, costing S$1O8 in 1950. 


it bulk mai 
1046 and H. R. 2982 would be S216 after the third annual increase 
roes Into ete o. Lhe secretary niahager of the San Francisco so ely 


finds that the postage for their publication, Our Animals, will be 


increased by S500. 
The Rumford Press, the printer of this magazine, st: 


t 


We now pay 1% cents per pound. With the three anm 


S. 1103, the cost will be 3 cents, or double the present cost 


Robert Sellar. president of the American Humane As Clhation al 
Albany, in a letter dated March 12, to the writer, states, regardi 
the effect of the increases in the cost of mailing publications by o 

cal societies, as follows: 


Dear CHris: I have just 


rv-manager of the San Franci SPCA » calls attention 


Li. R. POS? and S. 1046 seek to incrense 
April 10-15 


He emphasizes that the enactment of these 
* in possession of data showing to what 


postage rates and to come 


bills would cost his sw 


$1,000 per year. I think you ar 

widitional postage rate would increase the expense of the Am 
sociation, the Massachusetts SPCA, the Animal Rescue Leag 

societies, According to information contained 


mInany other 
etter, H. R. 2982 and S. 1046 are the bills before the Hose 
\ 


ttees on Post Office and Civil Service, of which Tom Murray 


' chairmen 
vish that you do everything possible to oppose H. R 
Yours sincerely, 
Rone 
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Other societies having large mailing lists are those listed in Chicago, 
New York City, Los Angeles, Columbus, Ohio, New Orleans, and, in 
fact, practically all large cities. 

All of these and many others of our 600 societies in the Nation will 
be seriously crippled by the proposed rates, and many will have to 
discontinue some of their publications. 

On behalf of Robert I. Sellar, president of the American Humane 
Association, headquarters in Albany, N. Y., and the 600 affiliated 
humane societies of the Nation, may 1 make the following request to 
your honorable committee : 

That the provision be retained of the special rate on publications 
issued by religious, educational, scientific, philanthropic, agricultural, 
labor, or fraternal organizations not organized for profit nor oper 
ating for profit and none of the net income of which inures to the 
benefit of any private stockholder or individual, when specifically 
authorized by the Department—subparagraph 3 (d), section 34.40, 
Postal Laws and Regulations, 39 Umited States Code 283. i 

. That. third-class—limit, 8 ounces—circulars and merchandise 
retain bulk mailings at 14 cents per pound, as in the bills, except that 
the provision increasing the minimum rate from 1 cent to 2 cents per 
piece not be adopted. 

None of the association’s publications carry any advertising except 
the National Humane Review. In the latter instance, the total ad 
vertisements each month is so negligible that the discontinuance of al! 
of it would not be felt, in view of the large deficits which the magazin 
incurs each month. 

Surely such nonprofit educational publications as those of this 
humane group are entitled to separate consideration from those pub 
lications which are published solely for profit to be gained through 
large advertising revenue. 

The secretary of the San Francisco society finds that the increase in 
rates on postal cards will increase their matling costs as much as on 
their publications, making a total increase to that society of $1,000 
per year. Postals are used for notices of many kinds to members on 
meetings, for renewals of licenses for dogs and inquiries on the status 
of dogs placed in homes. 

We realize they are used so generally that we cannot make any 
definite request on the postal: but, if it were possible in some way to 
provide some way by which such communications as I mentioned here 
could be sent without double the present rate of postal cards, it would 
be very helpful. 

In order that your committee may more clearly understand how 
the association and its work is affected by the increase in postage. 
may I present a few samples of its work. 

The American Humane Association has been a great national chil 
dren’s and animal protective agency since its beginning in 1873. 

Its first important accomplis hment was influencing ‘the passage o! 
the 28-hour law protecting ee in transit from inhumane treat 
ment. It is still supporting a bill in Congress to improve that law. 

You may have run across instances race trains of cattle have been 
sidetracked in cold country, and some of them have frozen to death 
That is an extreme example, but there are many other kinds of ¢ ruelt y 
practiced on animals in transit. And this law started by the assoc 





ADJUSTMENT OF POSTAL RATES $95 


ation is for the protection of cattle and other domestic animals agaist 
such inhumane treatment 

Another project is the protection of farm animals on farms in public 
auctions from starvation and cruel treatment 

You would think on farms that it would be the place where animals 


‘attle and horses, would be well fed and well treated, but if you wer 
ls 


n this work you would be surprised at the number of anima 
farms that are starved and mistreated, and the auctions that are 
in all over the United States now selling cattle and horses and 
everything there may be on the farms—they carry a great deal 
cruelty an dl this; assocli ition espec iF ally through its local societies does 
a great deal of commendable work in protect animals in those cases 

All animals used in making movies must — protected from misuse 

the association, and the tinished picture must be marked to show 
Chis. 
Phere has been a tremendous piece of work to get started. In thi 
early di tVs mah horses were jumped off from « liffs and cruelly han 
dled in that way. That is only an illustration, but a great work has 
been done in that line which is a very large piece of work because the 
movie interests’ use of animals has increased tremendously. Th 
movie people appreciate it, and they want a representative of the 
American Humane Association present whenever animals are used. 
If stray dogs and cats were not picked u ip dail Vv and disposed of by 
humane societies, they would soon form millions ‘of starving 
spreading, dangerous nuisances. 
There are few people that realize what a problem that 
we would have if we did hot have the SPCA in evi V\ large ¢ 
In many small communities to clean up these animals that are strays 
Protecting delinquent, neglected children and preventing crimes 
committed against them by adults is one of the association’s most im 
portant aie. The first Children’s Society was started in New York 
City in Is74. It has now passed its seventy-sixth year protecting 

housands of defenseless chil lren. Of the 600 local humane societies, 
between 50 and 100 are protectors of children. These 600 local humane 
societies of the American Humane Association are carrying forward 
\ large protective humanitarian work on meagerly donated funds. 
It must publish and mail a great volume, requiring large expenditures 
for postage 

That is why we ask that the postal rates for religious and nonprofit 

organizations be not increased. 

Senator Unperwoop. Thank you. 

Senator Dirksen, do you have any questions ? 

Senator Dirksen. | have no questions. 

Mr. Larimer. Mr. Norgord, your organization and all affiliated 

organizations are nonprofit, are they not 4 

Mr. Norcorp. They are all nonprofit; yes, sir. 

Mr. Larimer. Therefore, any action that the committee might take 
m this bill of preferenti al treatment to nonprofit org anizations in any 

class of mail would benefit your organiz: ition ? 

Mr. NORGORD. Yes, sir 

Mr. Larimer. The further question is with reference to post cards. 
Phere has heen ho amendme nt pro} vosed to di flere Ntiate in post ecards: 


that is, to have ditferent classes of post ec ards bee iuse of the expressed 
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absolute inability on the part of the potal service to have more than 
one grade of post cards. So you are not asking for any preferential 
treatment on post cards, are you ? 

Mr. Norcorp. No, sir. I just made the remark that if it were possi- 
ble it would be a great benefit. 

Mr. Larimer. But you have no amendment to propose / 

Mr. Norcorp. No, sir. 

Mr. LATIM} R. But you do specifically propose amendments in Sec- 
ond and third class; is that correct ? 

Mr. NorGcorp. Yes, sir. 

Mr. Larimer. For nonprofit publications ? 

Mr. NorGorp. Yes, sir. 

Thank you. 

Senator Unp! RWoOOD, The meeting is adjourned. 

(Whereupon, at 12 noon, the committee recessed to reconvene 
Thursday, April 19, 1951, at 10 a. m.) 
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THURSDAY, APRIL 19, 1951 


UNITED STATES SENATE, 
COMMITTEEE ON Post OrFice AND Civil 


Was/ 


. 4 - - ‘ 
Che committee ‘tt, pursuant to adjournment, 


loo, Senate Olhice ing, Senator Olin 1. Johns 


presiding. 

Present: Sena hnston (chairman), Underwood, 
Also present: J. <4 stin Latimer. chief clerk and cot 
on B. Wentzel, Deputy Assistant Postmaster General. 

The ¢ HAIRMAN. The « ominittee will come to order. 

Our first witness will be Mr. Edward B. Rubin, 
manager, Spiegel, Inc., of Chicago. 

AT 


STATEMENT OF EDWARD B. RUBIN, SALES PLANNING 
SPIEGEL, INC., CHICAGO, ILL. 


rman and members 
planning manager 
i merehal cise CONC 
order. Of its 
resi lied 
nuger Oo 
y oft stuclie 
COl TH. 1 have been in the m: 
Is my present responsibility to secure 


complishment of this objective, I am 


hy 
and ST: 1] ma | orde) catalogs, <a les 


large 
esearch. This requires giving detailed analysis 
promotions which involve substantial mailings, 


class. Such third-class mailings, in the vear 190, 
MH,O00 pieces exclusive of small catalogs of less thar 


Spiegel’s, as a larger user of postal services of 


] all tvpe 
cooperate the formulation ot leoislation lesioned to produce 
revenues needed for postal operations. We recognize tliat 
emis a complex one, both because the postal 
e a service organization because no relial 
DY which the costs of parti ‘ular « ategories of th 
ned, ia will be demonstrated lat 4 We ar 
reases shown to be both economically feasible 
ured for eth lent post il operations. We do 


before your committee as one which place 
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tain users of the service, which does not provide an adequate per- 
manent solution of the existing problem, which fails to take into ac- 
count preferential or deferred treatment of certain mails, and as one 
which will fail in its limited objective through causing reductions 1n 
volume and revenues in the affected classes. 

We believe that the Congress, in considering such legislation, should 
concern itself not only with the total increased revenues but also with 
the equity of the gg sami of such increases to the respective classes. 
Correspondingly, it is necessary that consideration be given to the 
basis upon which the Post Office Department has assigned expendi- 
tures to the several classes and speck al services. 

[ will not outline here the oft-repeated and completely valid eriti- 

cisms of the cost-ascertainment system of the Post Office Department, 
except as may be necessar Vtoan unde Vsti anding of thee Xpress1ons con- 
tained in this statement. The cost-ascertainment system attempts to 
allocate expenditures on the basis of the use by several classes of 
the mails of the facilities and services provided. These allocations 
do not take into account the fact that one class of mail, such as third 
class, Is given deferred treatment, as compared with first-class mail. 
They do not take into account fully the value of services performed by 
bulk mailers in precanceling. sorting, tving, and delivering mail to 
post offices. Most importantly, they do not take into account that 
the Post Office Department is a service institution with a large pro- 
portion of fixed expenses for facilities which must be maintained re- 
gardless of volume of business—primarily required for the handling 
of first-class mail. As a corollary, the Department’s allocations fail 
to recognize the economic truism that added business should be meas- 
ured by added cost per unit of such additional business rather than by 
total unit cost. 


RELATION OF FIXED TO VARIABLE COSTS 


At Spie gel’s and at many other large organizations of which I have 
knowled oe, the cost-ascertainment system separates costs into two 
fixed and variable. The fixed expenses include those items 
which do not inerease as our volume of business increases, such as 


classes : 


light, heat, supervision, rent, et cetera. The variable expenses in 
clude er which increase directly with increases in volume, such 
as clerical and warehouse help directly concerned with handling the 


acl i oasl volume. This separation is very vital and basi¢ to business 
planning. It Pee us to decide exactly how much more we will 
have to spend to handle additional transactions, and it permits us 
to determine ce much we would save if we eliminated certain trans- 
actions. We know that the fixed expenses would remain the same 
whether we had the additional volume or not and that the only in- 
crease in expense is in the direct variable items for additional volume: 
and, conversely, the only savings through the elimination of this 
additional volume is in the variable expense. 
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For example, our expenses in preparing a new catalog consists of 
the following categories of expense for produci ing 1,000,000 catalogs: 
Fixed expenses : 

Art work $326, 700 
Engravings, positives, make-ready, et cetera O00 
Patterns a : Lsukian sees TOO 
Composition_—_—_- ioe ; 45, 000 
(Advertising, production and copy writing 287, TOU 
\ddressing and mailing supervision - -- 2 900 


Total fixed expense__- aia 51, 000 


Variable expenses : 
Paper-- 276, 100 
Presswork = 96, TOU 
Binding_- : ate 4, SOO 
Swatches a : 9, 600 
Varnishing : 3, 000 
Enclosures ‘ 2, 900 
Postage ; acevo’ ag 
Addressing and mailing wages ; a , 700 


Total variable expenses es See 


Thus. once we have paid for the fixed expenses, these do not increase 
one penny if we decide to print 1,000,000 extra catalogs nor do we 
save one penny In fixed expenses if we decide to reduce our circulation 
by, say, 500,000 copies. The only expenses which vary with the 
circulation are the variable expenses. In deciding, therefore, whether 
to distribute an extra 1,000,000 catalogs we develop a profit and loss 
statement based only upon the variable expense telus. The last 1.000, 
O00 catalogs therefore cost us much less than the first 1,000,000 eata 
logs. 

This is a matter of common knowledge. If a busines: does $1,000, 
000 in volume and develops a method of adding $250,000 in sales, 
the percent profit on the extra $250,000 is much greater than the 
percent on the first 81,000,000 because there is no fixed overhead to 
pay on the additional business. 

The following illustration shows the different results obtained in 
ising the ordinary business method of determining the profit char 
icter of additional business as compared with the results which 
would be obtained should the Post Office Department's cost-ascet 
tainment method be used. 

Spiegel’s has a single mailing of almost 10,000,000 third-class pieces 
once or twice a year to stimulate additional business—that is, business 
above and beyond that produced by our regularly scheduled catalog 

nailings. E xample I gives the results for such a mailing in 1950: 

Example I: Description of mailing: Free trial catalog offer to 
selected families throughout the United States: 


Number of pieces mailed 9, 814. 20 


Net sales as a result of this mailing $3, O84, 450 


Cost of this mailing: 
Paper and printing 201, 785 
Labor (addressing) 29, 443 
Postage at 1 cent each ; 98, 142 


Total 829, 570 
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Profit or loss from mailing 


4 un net i] 
N $3, US4, 450 LOO. 00 
‘ pr 288, 173 $2. 3. 
Adve g eX 
M 29.3 8.9 
( 13s 7M 11.01 
S130 ) te 
t x 7. O84 s. 4 
} 27.74 
NX % 159 
t ‘ rt t 
ext I { 
’ ’ y 17 » } 
sel ato! 4 ARLSON, Yi i COouUd kee }) cl at puprate account ng of the 
orders that vou received Trom this spec ial mailing / 
1 } } } ; 
Mr. Ruprx. Absolutely. sir. so we know where we stand as the 
result of these kinds of additional promotions. 


Kxample as Descript on of mail nos: It ake exactly 
1: 


the same mailing and to apply the costing method of the Post Office 


~ 
- 


Department system, at present rates, we would charge fixed and var) 


Die costs instead ot Vol able alon e. Uy del such ai accounting method 


1e figures would be as follows: 


> it 7 : 
Profit o ORS On pidiling 
t 
¢ Ow 
s 33 
s.4 
\ s 
. } 
4" 
S14 


The resuits of this comparison are self-ey ident. Spiegel’s was able 
add nearly $4,000,000 to its sales at a cost of only 95.41 percent of 
sales, producing a net profit of S182.959 anda profit ratio of 4.59. 

The CrHarRMAn. Have vou studied the bill that this committee 
passed in 1949. and the one passed by the House in 1950, how they 
would affect this ? 

Mr. Rupr. Well, sir, the bills are independent of the cost-ascertain 
ment system of the Post Office. The point I am attempting to make 
here is that the third-class mails do not, in my opinion, really have 
anit where near the deficit that the Post Office De partment Say s. be 
ause they are charging their fixed expenses in. , 

The Cramman. I catch your point there, but what I am driving at 


tT 
ae ad ) you have miu ‘h objectior To those bills that were passed in L949 


0% T just want to get something to shoot at 


and 19 
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Mr. Rupsin. Well. sir, I am not conversant with the 1949 bill. So 
far as the 1950 bill is concerned, our position is that third class in- 
creases Of any kind—— 

The CuairMan. This committee reported a bill out in 1949. It was 
on the Senate Calendar, S. 1103. 

Mr. Rt BIN. I am not familiar with the details of that 1949 le@is 
lation. 

Lhe ¢ HAIRMAN, | would like LO olve this to you. When you have 
Lime, study It and vive us your opinion. 

Mr. Rusin. Our position on a rate structure such as that, in re 
sponse to your question, would be more favorable than the one pro 
posed here, because the amount of additional revenue raised is |i s. 
ind we believe it does not require the increase that is presently pro 


1: 
‘ 


posed a matter of fac tt. we belleve that there should be no mcrease 


j 
! 


in third ClUuss, a> | think will come out as ] proceed further mito h \ 


statement, 


However, n abnswer to your question we would he more favorably 


disposed to that levislation than we we uld to that which is proposed 
here. 

But had the Post Oilice Department added 84,000,000 to its revenues 
by its methods, it would have reported 
a loss of 3312.3: ‘7.54 percent of sales. If busimesses used the 
methods used by the Department, total business conducted by them 


would be substantially less, and use of the postal service would be 


and expenditures ascertained 


markedly i@Ss Conversely, rates made on the basis ol expenditure 
locations made by the Department would drive such added business 


trom the I ils. 
EFFECT OF PROPOSED INCREASED RATES FOR TITIRD CLASS 


Returning to the two examples eiven, had the rates proposed for 
third class in S. 1046 been in effect at the time of this mailing, instead 
of a postage Cost of S9S.142. we would have had a postage cost of dou 
ble that amount, or S196.2S4. Even on the basis we use for determin 
ny the cost of securing such added business, one net profit would have 


been reduced from SiS82.959 to SS4SLT. or 2.13 percent of sales. 
seen that this profit, which is before taxes, is too small 
ve risk inherent in the expenditure of $329,730 expended 
for this mailing, and an additional $438.760 to cover catalog@ costs. 
| mea total idvertisineg expenditure of S768.130 to create almost 
£4.000.000 worth of business and a profit of but 2.13 percent. It has 
ich a poor profit prospect that it would result in the elimination of 

this mailing by Spiegel’s. 

The etfect of the elimination of this single maillinge—one of mANnY 
which Spiegel would have to discontinue—must be measured not only 
by the loss of SOS 142 of present postal revenwes but also by losses in 
other classes of mail on the mail order business engendered by this 
mailing, including first-class letter-mail revenue, parcel-post revenue, 

d. revenue, air-mail revenue, special-delivery revenue, postal 


der revenue ind postal note revenue, 


HIRD CLASS IS ADDED VOLUME BUSINESS 
| dl large, the post | f sxc ilities necessary tor the handling of 


l are used also for handling third class mal, but if 


ass mal 
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not handled with the same priority or service as is first-class mail, 
and if third-class mail or an appreciable portion of it were to be driven 
from the mails, the great bulk of expenditures would remain to be 
met by first-class and other classes of mail. Third-class mail re- 
ceives “fill-in” treatment. 

Truckloads of third-class mail have been taken to the post offices 
during December and have been refused permission to unload; on 
other oceasions such mail, having been accepted, remains in the post 
offices and is not handled until the workload of priority mails has been 
eliminated or substantially reduced. This type of deferred handling 
goes on throughout the year. Our experience with third-class mail is 
that it takes anywhere from 2 days to 10 days longer than first-class 
mail for a letter to be delivered. 

Since third-class mail is given this deferred handling and is handled 
without great increases in fixed costs, its handhng ee ee 
smaller deficit character, if any, than is reflected by the cost ascer 
tainment system which assigns expenditures on a straight use basis. 
in other words, the expenditures assigned to third class have been sub 
stantially overstated; the unit costs developed to reflect the cost of 
handling individual pieces of third-class mail substantially exceed the 
actual unit costs because fixed costs are included on a pro rata basis. 


GROSS INEQUITIES CREATED BY DIFFERENTIAL BETWEEN PURPORTED THIRD 
CLASS DEFICIT AND SECOND-CLASS DEFICIT 


Even with the increases proposed in S. 1046, second-class mails will 
still lose S161.847.000 after the total increase over a 3-year period is in 
effect and will only be paying approximately 35 percent of its way. 
Without any tA lie Bin TRE urd « ‘lass pays 51.2 ercent of 
is wal ealel dar vear LO49, Because the material 1 nh third Class is 
iientical te much of the advertising carried in second-class media it is 
completely inequitable and discriminatory to force third-class users 
© suffer a competitiv ve disadvantage because of much higher rates as 
ompared to advertisers in second-class publications. When this dis 

atory rate differential is vastly increased, as it would be under 

e provisions of the current bill while granting a tremendous sub 

Ly to second cla . the situation 1s comple te ly nequits able an id ’ ces 

unfair and mpc ssible handicap upon users of third-class mail 


RATE DIFFERENTLALS BETWEEN THIRD-CLASS AND SECOND-CLASS MAILS WILI 
DRIVI \DVERTISERS FROM PUIRD-CLASS MAILINGS TO SECOND-CLASS 
ADVERTISEMENTS 


If the third- ‘lass increases contained in S. 1046 are approved it will 
hecome desirable for advertisers to divert their promotions from third 
class mails to second-class publications, where possible. For example. 
t! n ailing of almost 10,000,000 pieces referred to previously COs! 

29 370. Toreach a total « oe ion of 46,600,760 in magazine audi 
ence Spiegel’s paid 872.541 in the early part of this vear. 

Phat was for the identical message ‘that Was Mal iled for S329370. 

No one knows exactly how Dna deceit "alabecing ces in th 
total magazine circulation, but if we assume that it is 74 percent, if stil 
leaves an audience of 11,650,190 to receive the same promotion matled 
to the 9.814.204. we received 120,000 rephes for our S72,841 in maga 


QO 2"; hs } 
Y.woe in third 


ralnst 005.250 replies from our S35 
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class mailings. ‘Thus, magazine replies cost Spiegel’s $0.61 each and 
replies to our third-class mailings cost us $0.65 each. This was true 
in spring, 1951, without the contemplated increase in third-class rates. 
There are definite advantages to an advertiser of going into third 


The most important advantages are the ability to pick communitie: 
and even neighborhoods, and the avoidance of duplicate readershi 
] 


But when the rates are increased to the extent contained in the bill 


class mailings instead of in magazines for promotions such as these. 


under consideration by this committee, the advantages accru he to 
third class dwindle and disappear. 

Transterence of much of third-class promotions to second-class 
media, or out of circulation entirely, will not save the Post {hice 
Department the money one would be inclines (oO assume it would 
because of their failure to separate their fixed from their variable 
expenses. Furthermore, it would tend to result in heavier second 
class publications which would tend to increase the Post Office Depart 
ment’s deficit in this class of mail. Finally, it would reduce thi 
kets of advertisers and restrict their commerce by tending 
them to give up scientific pinpomting possibli 11 th rd ela 
of broadcast hiavazine circulations: and it would leave 
tives for those users of third-class mail who mail to a specifi 


' } 


st, tor magazine circulations cao Inelde With the 
lists. 


RELATIONSHIILP 


The Pre sident’s 
deficit in fiscal veal 

n fourth class expect 
Interstate Commerce ¢ 
smaller defieit in the rema 
()thee Department On thie 
djusted to reflect pre 
fivures quoted below 

1e Departme nt. 


Since the Preside) 


e handling of sub V, franked, pena! 


ot be made | Ine reases mM other classes, : 
of Congress to charge the deficits thus 
venerally, the deficit of 
ited, lear Inga deficit 
or 1949. By remaining classes, 
net revenue of SD million from 


reas follows 
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REALLOCATION OF COSTS 


From what has been said before it is clear that a proper cost alloca 
tion system voul | necessarily assign a smaller proportion of the ex 
penditure s to third class, second class, and the special services, and a 
hig! er proportion of thee ‘xpe nditures to first ¢ lass. Only avery smal] 
percentage of the expe nditures charged to third class were expenses 
directly allocable to third class; the vast majority were expenses 
apportioned on the basis of the relative use made by third class of 
postal services without regard to its status as “additional” business. 

Although the De pi ivtment shows first class as producing a net profit 
of $42 million, it is within the class that expenditures are understated. 
in order for an accurate determination to be made of the proper pro 
port ions of apport ioned exp rend it ures to be made to the various classes, 
an entirely new cost ascertainment system, giving consideration to the 
various factors hereinbefore enu imerated Is necessary, and should | eC 
cle veloped. suc th: a system would. necessar ily deve ‘lop fixe cl and var inble 
costs, would assign fixed costs on the basis of ‘ole tive priority and 

ecessity factors and would assign variable costs in proportion to 
volume and use. 

The fact that first-class costs are understated not only is evident on 
a basis of analvsis of fixed and variable costs, but also on several other 


As a former collector of postage stamps I know that the fee for 
delivering a first-class letter 65 years ago was 2 cents. What other 
service oO} commodity has mere: ised by as little as 50 percent in the pasl 
6.) vears ¢ We know that costs have gone up treme ndously since those 
davs. A Chicago department store, in ce lebrating its Sixty- -eighth 
birthday rece) tiv, repeated a 6S-vear-old advertisement for coffee a 
i cents a pound and it was necessary to call out riot squads to ceidts 
he mobs who were accustomed to paying 500 percent more than that. 
‘Tremendous increases in posi oflice costs and deficits have oceurre: 
nce the first class 1 ‘ates were r: vised to 5 cents. It is prec isely this 


tremendous rise in costs and deficits that highlights the inese apable 
meclusion that first-class costs must have risen sharply, too—yet. it 
shows no deficit. Why ‘ Because of understatement of expenses whie} 
ifted to the other classes of mail. 
3. Historically, the Post Office D epartinent Was set up precisely for 

Olk purpose of handling first-class matls. Phe other classes wer 
to an eXisting structure, 

b. Phere cur'e Pans lara 1eliis of expelise presently allocated 
third class which obviously would not be reduced if third class wert 
entirely eliminated. For example, rural mail carriers would have t: 
continue on their routes as long as there was a single first-class lette 
to deliver. Not one postmaster would . ‘eliminated. These are just 
everal of the per fect ly obvious demonstrations that 

(a) Third class is “plus” business oo ee uld be so treated: 

(4) Driv Inga large volume of third-class matter out of the mails 
; he rates wil! not reduce the deficit proportionately, but 
will definitely increase the per entage deficit. 


T herefore, histori ally and on the basis oft COMMON sense, it seelis 


by doubling I 


ninently reasonable to r solve the major part of the problem D\ 
assigning a mu ‘h larger sh: ire of the costs to first class than is pres 


ently the case and to raise first class rates to 4+ cents for letters and 
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» eents for post ecards. This would raise $238.000.000 in additional 
revenue, 

If we disregard subsidy mail and parcel post though the present 
arguments all point to the fact that the supposed losses sustained by 
lasses are likewise grossly overstated the present deficit becomes 
$364.000.000. If we deduct the $238.000,000 resulting from first- lass 


creases deseribed above, the Post Oflice Department will operat at 


a total deficit of but $126,000,000, an extremely reasonable figure a 
ompared to the 8198,000,000 deficit which would still exist under the 
rates proposed in the current bill. 

Not the least of the advantages of carrying out this proposal is that 
first class is the only class of mail that contains the potential for 
making i large contribution to the postal deficit problem. Dy ser 
ously hurting many individual users of second and third class, as we 
as of the spe raul SeCLVICeS, the deficit wil] remain much aro r. H 
is a method of recouping all but a small part of the deficit without 
seriously endangering many businesses: without withdrawing much 
merchandise from ceneral commerce: W ithout taking away irom rural 
lwellers the opportunity of shopping competitively with their urban 
neighbors—in short, without creating a ripple in the economic activity 
of the country. 


How can users of first class object to paying but 1 penny more ror 


first-class service when they are paying 


. rmany dollars more for every 
thing else¢ If they had to pay many cents more for merchandise or 
for publications, the millions of users of such service would be much 
more affected. 

Therefore, it is strongly urged that no increases in second and third 
class be considered and that instead, a frontal attack be made on the 
problem by increasing first-class mail from 8 cents to 4 cents and 
post cards from 1 cent to 2 cents. 

I should like to ask, Mr. Chairman, permission to add one further 
thought. 

All of our mail orders come to us first class. We do about 70 pel 
cent of our mail order volume on credit, which means there is much 
first class correspondence Wh the millions between Spiegel’s and its 
customers, back and forth. Therefore, we do not believe we will be 
unhurt by an increase. This mailing of 10,000,000 encloses a post 
eard which the customer must rate, and if the rate goes from 1 cent 
to 2 cents we believe we will be hurt by it. 

We are only referring to what we believe is 1 
where the increases ought to be. 

The CuarrMan. Are there any questions ? 

Senator Cartson. As I take your statement and your testimony 
this morning, you believe that we should analyze the present cost-ascer- 
tainment system used by the Post Office Department, giving more 
thought to the fixed charges than the variable costs which they now 
use ¢ : 

Mr. Rupin. Yes, sir. 

The Cuairman. Thank you. We appreciate your coming. 

Mr. Rusty. Thank you. 

The Cnairnman. We will next hear from Mr. Ed. N. Maver. Jr 
chairman of the postal affairs committee of the Direct Mail Advertis 
ing Association, Ine. 


he relative equity of 
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STATEMENT OF EDWARD N. MAYER, JR., CHAIRMAN, POSTAL 
AFFAIRS COMMITTEE, DIRECT MAIL ADVERTISING ASSOCIATION, 
INC. 


Mr. Mayer. Mr. Chairman and gentlemen, my name is Edward N. 
Mayer, Jr., of Westport, Conn. I am chairman of the patel affairs 
committee of the Direct Mail Advertising Association, an organization 
of some 1,500 users of the United States mails, large, medium, and 
small. 

The Direct Mail Advertising Association was organized in 1915 to 
promote the mutual interests of users. producers, ana suppliers of 
direct-mail advertising: to provide an authentic source of facts, in- 
formation, counsel, and service to its members; and to champion the 
cause, value, and result producing etlectiveness of direct advertising 
asa management tool. 

Some of the members of our en represent America’s 
largest corporations. ‘The majority, however, are medium-sized small 
manutacturers, wholesalers, a retailers whose sales and business 
activities rest toa considerable extent on their use of the United States 
mails. A segment of our li embership consists of charitable org@aniza- 
Tions, religious organizations, B bl societies, schools, and colleges 
whose continued existence depr ls partially on their use of the 
postal service to solicit sufficient moneys to finance themselves and 

erform the public services for which they were created. 

The Direct Mail Advertising Association is on record betore your 


committee as being 1h) favol of fair and equitable postal rates for all 
sers of the mails if those rates are based on a low il interpretat! on of 
i@ present cost-ascertalniment system rathe! than the mathematics 


of the =\ stem itself, We do hot argue WV ith the present methods of cost 


iscertainment on which the Post Office Department has based its 


proposals, but we object to the use of the svstem as an absolute guide 
esta bdlishn t of rates rather that is a useful tool to be con- 
dered in coi junction with all of the factors that go into the present 


operation of Thre Post Oflice 1) epal tment. 


Pha present hterpretatio oO! thie cost-ascertarnment svstem over 


ooks the basic fact that the post office is set up primarily to trans 
rt first-class or letter mail and that the other classes of mail receive 
La ntengerl cars and definitely should ha exnected to hear a strictly 
( t f eand dehnitely should not be expected to bear a strictly 
or reionsat cq} yre i the over all COS] of « eration. 
The Posti istel General's service-curtailment order of April Vi. 


OO, st il] further deferred al cd reduced the service oliver To second 
l-, and fourth-class mail but continued with but two exceptions 

the service given to first class. Even though third-class mail were 
entirely eliminated, the post office would still be forced to carry 
fi etter mail, and it is problematical if the curtailment 
of this ser e would reduce creatly the over all cost ot post office 


All of the expel qditures charged to third-class mail in the cost- 
ascertainment breakdown are definitely not out-of pocket expenses, 
if third class were entirely eliminated, there would be little saving 
In transportation costs, clerk and adh hire, et cetera. Although 


there would be some reduction, a larg ‘beth Dimon ion of t he present Costs 
of rural free delivery, Kea minteatiats uldings, et cetera, would have 
to be allocated to first class or some — remaining postal service. 
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A year ago a respected member of the House Committee on Post 

Office and Civil Service, Representative Harold Hagen, in Report No. 

1452, part 2, which accompanied H. R. 2945 and expressed the minor 
itv views, expounded this point further when he sald: 


Congress has recognized the need for different rates for different postal sery- 
ces Hiowever, since the cost-ascertainment system has not been changed to 
tuke account of the different services performed and the different values of 
the services to our economy, some Classes of Ina and postal services are 
unfairly charged with a large deficit. For example, in the sorting of third-class 
mail, the operation takes place at post offices during the evening hours when 
shifts are tapering off and prior to the arrival of the late trains Since the 
Post Office Department pays a night differential, the actual amount pai PSE 
employees during the sorting of third-class mail may be more th tl | l 
or sorting first-class mail, and under a cCost-ascertaininent sys 
ippear that the cost of handling the third-class mail was higher Rea 
of course, the sorting of this mail is taking place during a slack period i ( 
post office concerned 

The weaknesses of the cost-ascertainment system are most apparent it 
lass mail There is no breakdown of costs as between the various subclasses 
Without such a breakdown it is virtually impossible to use these fig 
basis for settimg rates 

Che services performed by the postal service for each class of 1 wid 
But, according to the tigures of the Post Office Department, it costs the same t 
handle third-class mail as it does first-class nai The unsoundness of sueh a 
position is obvious When one considers that in the bulk mailings the pieces are 
precanceled, faced, sorted, and tied into bundles according to destination and 
in some cases according to postal zones and transported to the originating post 


fice by the mail users. Nor do the mailings receive the high priority of service 


orded first-class mail 


We have pointed out t in practically every rate-making or pricing system 
sideration is given to different services performed and lower rates acco1 
product Commoditic lt he postal service the basic commodit is the first 
ISS InAIlL. Whi the on ( ;s of mail over which the post office has 
onopoly Vhird sn is a2 byproduct and should not be charged with 

the overhead expen: that must be incurred to carry the first-class mail. 
However, it is not our intention to present a treatise on the present 
t-ascertainment svstem. nor do we mean to eriticize the Post Office 
Department. a membet of our association have enjoved very 
1 . : 
1! }] relative \ Thana rece ec nienad cl COONVECTATIO fron Do 
executive mict el of the Department 
It our belied Oweve that tre re | lem i rate-making 
1} : l 
i iy ( Orentiy i ft Coneress thro a the o¢ Y6| offi ‘ ot 
mir Ce i] tee ( 1 cle t On? other th ne 
ay} i : 1 
\ ile ie ral | ! hie ley Ot ii) OU } nto accon?) 
( their ont-of-no ( Ot he ths t ‘ rey, } | ril tion 
( | postal eXpenadiruere 
i I 
What proportio j | ) of post-of} ry ho ld h 
i 
} } ’ 
l ed to the 1) ly] rood ana not } 1¢ | thy rates 7 ib 
| lomatl use Ie) eXamp te how mueh of the cost of rural fre 
very ne the ec tot thre OO) 1} ) 1) post oth CS. Ti one rt 
1 } 
( { ( n suth t reve eto Cove the lo ye 1? Ste) ry 
1 . : ; : 
How be pal 1 " { rat ] lho aan Hh¢ «| hy ) cle eg 
1] F 4 a ite ’ ' ' 
toll i Sy) ‘ a) 7 ‘ ay? i Vnuo ive ] ? 1 | l PAS ¢ 
()) uch a per ent determination is made e continuing ne 
1 ( fimMe-col a lebat nn the s bye \ lib hm ited an 
} ’ ' 
ere will exist a d rite redit. That tiie Post (th Wepartment } 
1 ] 4 1 ] 
Chic cost-ascertainment reakadownh and e aS a pase ll { 
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Four years ago our association went on record in a statement made 
to your committee as being willing to accept a moderate equitable in- 
crease In postal rates for all mail users. 

On January 1, 1949, mailers like those in the Direct Mail Adver- 
tismg Association received an increase of almost 20 percent in the 
pound-rate portion of third class rates, plus mecreases in air mat) 
fourth class, and the special services. 

peewee we did protest against the rate recommendations con 
tained in H. R. 2945; and, gentlemen, we now protest the present pro- 
visions of S. 1046, in the firm conviction that if any increases are 
necessary they must be completely equitable, small enough to be 
within the ability of the mailer to pay, snd should in no way diserimi 
nate a@ainst one group of n wail users in favor of another. 

We beheve that S. 1046 and the recommendations of Postmaster 
General Donaldson to the ICC for increases in the rates for heavy 
catalogs discriminate against mailers such as the members of the 
Direct Mail Advertising Association who are primarily businessmen 
with limited advertising funds which they can use only in the mails. 

The very nature of our membership makes it almost impossible for 
many of them to afford either newspaper or magazine advertising, 
on the one hand, or catalogs welghing over S ounces, on the other. 
The limited advertising funds they have at their disposal, coupled 
with the type of product or service they sell, make it imperative that 
their maul advertisi @ tal ke the form of post or postal cards, letters, 
small circulars, and in some cases 24-page catalogs that weigh less 
than 2 ounces and have been carried by the Post Office at a minimum 
of 1 cent each. 

While only second-class mail is recommended for a graduated 
ncrease In the present bill, third-class mail has already had, on Jan- 
lary 1, 1949, an increase of almost 20 percent. If a graduated 
crease is recommended for one class ot mail in the hope of e ‘liminat 
ng the imposition of too great a burden or undue hardship, should 
t not be recommended for other classes of mail and the increases 
of January 1, 1949, be counted as the first step-up for the users of 
third-class mail ? 

In addition, the rates pending before the ICC for catalogs weigh 
ng more than 8 ounces propose increases varying from a minimum 
of 20 percent for a 1-pounder mailed to the eighth zone to a maximum 
of almost 70 percent for a 10-pounder mailed to the eighth zone. 

But, gentlemen, compare these perentages of increase for the large 
advertiser to the ones proposed for the small-business man who usually 
has no other means to advertise his wares. 

The proposed increase in the post and postal eard rate from 1 
cent to 2 cents is 100 percent. The proposed increase in the minimum 
charge for third-class letters, circulars, and small catalogs from 1 cent 
to 2 cents is also 100 percent, and that kind of mail is the one most 
widely used by members of the Direct ~ : Advertising Association. 

T his diserimin: itory increase of 1 cent, or 100 percent, will definitely 
place a heavy burden on and cause aa hardship to many of these 
i And, what will be much worse, so m: ny advertisers cannot 
afford such a large step-up in their selling costs that they may well 
be forced to curtail their use of post cards and third-class cireulat 
mail and, in short order, postal revenue may possibly be cut rathei 


RT 
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than increased, evel though that would mean there was a red 


of more than 50 percent in volume. 


' } ° } 


Why must the small advertiser immediately assume aq 1 100 


‘ 
) 
1 


cent increase that is both inequitable and discriminat my ¢ [t | t 
possible that, if any raise is necessary at all, a jump of considerably 
less than | cent can be taken in stride by direct mail users \t a iowel 
rate of increase they might well continue their present full use of 
mails, but thes will be forced to curtail their advertisi vu 

f not el hlihnate entirely the profits on which 1 eV pa tuXes, a { 

even throw people out of work at the recommended 100 percent ’ 

rial 

Phe proposed hnerense makes HDODSOLULELN Oa tinction Dbetw 

in who mails a su “le Cli ular at 2 cents w der regular third la 

itt ind the one WW 10 mals | thousand, ; hundred thousand, o ( 
rmiillion pieces under | lk-miatl rates of L+ tsa pound with 1 yi 
um of 2 cel eac] 

lav we remind yo based on the figures submitted by Pos 
haste (reneral Donaldson ) mself. t iere were ove r 61, by] lion prec 
of third-class 1 rried under the bulk-mailing privilege d o 
the past fiscal year at a rate of 1 cent eacl 

Even though bulk ma - not entirely eliminated by ie 2 1) 
nunimum rate of VY cent per piece 1s identical to that for ordina 
third-class unsorted mail. This obviously means that most third ela 
would probably gO TO Tit post office not sorted into States, cities, o 
towns. not faced | tied for direct. handling, and probably not 
yrecancele g Phu ‘ UChi WOrK Tow performed by the male 

tion 34.66 would have to be done by the post office. 

It mus be obvious t at. W thout rate cdiffere) tiation, bulk mail \ 
become merely a} int memory to both mailers and post office alik 
It S. 1046 1s passed 1 ts present form and the post othice is correct 
I mstiniptis rhiat here will be no ‘urtaillment of th rad class il 

lg the ore iter portion of more that Ol. billion piece of third ‘la 

vail will soon require } k 1 service, trucks to carry 11 to the p 
ollice, clerks to face the pieces, time for canceling stamps, sort i) 
finally tving out King, and weighing 

lod iV. ana ua lor ra thi re = th CONSICE rably lower rate Tor bu 

vil. those DLTEce will b recelved by the posl otlice, sorted, eu 
bundles, bagw@ed, and labeled readv to be transported without hand! 
by train or truck direct to the post office of ultimate distribution. 

Rai Ing the minimum rate from 1 cent to 2 cents must of necessit 
mean additional space as well as personnel for the Post Office, 
that at a time when the Department is trving its best to cut expens 
i | overhead. 


‘ 


even 1f the present volume should continue. would be considerab 
tailed by the added cost to the Post Office of performing services 


are how performed fo. It by business mailers. 


A number of our members, ] 
} } } 


! 


1a 
Any possible mcrease 1 revenue under the proposed “-cent rate, 


V cul 


varticularly the small- and medium-size 


sers of clirect mali, TOUndeC their businesses on thie special bn lk rates 


— ee } . ‘ { . . ‘ ‘ Tr 
Which have been in existence for over ZO years. I 
are basic to the cone 


i these firms, and particuls 


\ t hae smaller ones, nuoht well be 
ompletely out of then use of the mails if the minimum of 1 cent 


] ] é ‘ ] ] 
Live special bulk poul a rates were doubled. 


ese special rates 


uct of many industries, large and small. Man 


pri 


unhat 
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Typical of many letters reaching us from our members is one which 
says— 
the proposed rate of 2 cents would increase the cost on our annual mailings by 
$51,400. This increase is more than our last 7-year average annual profit, with 
the result that instead of helping to balance the postal budget, it could have the 
effect of eliminating our postal expenditure entirely and forcing us to find other 
and more economic means to sell our merchandise 

The final effect of an increase of even one-half cent not to mention 
1 cent in the minimum rate would undoubtedly decrease rather than 
increase postal revenues, stifle rather than stimulate business, weaken 
rather than strengthen our total economic structure and remove the 
opportunity for the individual with limited capital to continue to 
use the mails as his best means of sales Se ion. 

Now, may we call your attention to the proposal to double the 
present rate for postal and private mailing cards from 1 cent to 2 
cents each. 

Postmaster Genera] Donaldson in his recent statement to your com- 
mitte said: 


I am against recommending that the rates for these cards be increased from 


1 cent to 2 cents each. The Government postal card was first authorized in 
i872 and except for a period of less than 2 years from 1917 to 1919 when the 
rate Was 2 cents, the l-cent rate has been and now is in effect. The postage 


rate on post cards was increased to 2 cents during the period mentioned and 
from April 15, 1925, until July 1, 1928, the 2-cent rate again applied to such 


cards. Sinee the latter date the 1 cent rate has been in effect. 

But the Postmaster General did not explain why the rate was re- 
duced in 1919 back to l cent. It Was reduced to | cent, centlemen, 
because the increase to 2 cents had proven economically unsound, even 
during a period of war prosperity. 

When the rate was pai in 1917 from 1 cent to 2 cents the post 
ind post-card revenue was pag mately 820 million from the 1-cent 


rate, but it fell off about half : at the 2-cent rate. Although the total 
postal revenue increased between 1917 and 1919 from $312 million to 
S436 million there was no increase in post card revenue. Actually, 


there was a decrease of 50 percent, or approximate ‘Iv S10 million, due 
toa drop of between 60 and V0) per ent im the volu ie of Cal Is matled 
There is no reason to believe that the same situation would not again 
prevail today as the result of such a drastic increase as proposed. 
The revenue for postal and post cards for the past fiscal year was 
| 


ipproximately S46 million and the Post Office estimates that by 
do ib] he the postage rate from 1 cent to 2 cents there will be an 
increase of $46 million in revenue. Judging from statements made 
to the Direct Mail Ac ve rtisil 9 Association, in letters and telegrams 
received from large and sii all users of postal and post cards, there 
will be a curtailment by many users of from 25 to 100 percent in the 
use of these ecards for advertising purposes if the rate is raised to 

cents. If these statements are borne out in actual practice, as 


happened in the past, even thor ih public utilities and other business 
organizations continue their wide use of cards for billing and other 
commercial purposes, there is a definite possibili tv that the Post Office 
estimate of the $46 million increase in revenue will fail to materialize. 

We would like to repeat the Direct Mail Advertising Asso 
ciation is on record in favor of fair and equitable postage rates for 
all mail users, We are, nowever, unalterably opposed to the specific 
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increases presently included in S. 1046, because we believe they are 
discriminatory, economically unsound, and will not raise the amount 
of revenue for which they have been proposed. 

Users of third-class mail and post and postal cards who are for the 
most part small-business men, are asked to pay during the first vear of 
enactment of S. 1046 an increase of over $110 million, out of an ove 
all total to be raised of approximately $165 million. And this S110 
million does not Include the proposed increases in the rates for t! 
cial services which are also used extensively by this grou 
users, 

S. 1046 proposes an immediate increase of 100 percent in the mini 
mum third-class rate even though the Post Office’s own cost-ascertait 
ment system shows only aol percent crease in the cost. of handling 1 
piece of third class mail since the advent of the l-cent bulk rate o 
May 29, 1928. 

Even this figure of a 51-percent increase is suspect, for it must of 
necessity be an average piece cost for all third class matl whether 
delivered to the post office by the mailer sorted, tied, and re uy for 

mmediate dispatch or easually dropped in the corner mail box to 
await letter carrier pick up and all ot the other necessary handling 
by postal emplovees. 

However. although we do not beheve any increase in the minimum 
third-class rate is presently warranted under a just interpretation 
of the cost-ascertainment system, we do have a suggestion to make 
to vour committee. 

It is our behef that a vA percent merease 1 the minimum third-class 
rate is equitable and within the capacity of the mailer to pay, while 
anv higher rate of increase will cause a severe curtailment of third 
class mail usage. An increase of 25 percent now, when added to the 
20-percent increase of January 1, 1949, will more than cover the 
stepped-up costs of handling a piece of third-class mail under the 
bulk-mailing privilege where so much of the work is done by the mail 
rather than the post office. 

(nd, gentlemen, in spite of any statement to the: contrary, if 
possible to have and to administer a minimum rate of 11 
third-class bulk mail without disrupting the operation of 
system. 

On March 3. 1947. in a letter tothe Honorable William L 


berer. The 


{ 
chairman of your committee, Joseph J. Lawler, Assistant Postmaster 
General on behalf of the Department recommended a minimum rate 
of 11, cents for third-class mail and this recommendation was included 
in H. R. 2408. 

fa minimum rate of 11 


} 


cents wis feasible ] LOAT it seems lomieal 


1 


it is feasible today, and there is no necessity to set an 
higher and unequitable minimum rate on the basis of at \ 
mechanics of handling. 
1) conelusion, ventlemen. ive aon repeat if 
rates. we ask on behalf of the thousands of small-business met 
afford no other means to advertise their business than post 
third ( lass meal, that you col sider carefully the obvi 1 
tions in S. 1046, and bearing in mind the fear ot Imposit ” foo creat 


burden and eausing undue hardship, make any increases eqiitable fo 


, 1 . 4 . ? 1 ] - . 
all mail users rewardless of their size or the kind or class of mail they 


use, 
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The CHatrMaAn. Are there any questions ! 

I would like to ask Mr. Wentzel a question right there. Do you 
see any danger in the third-class mail not being prepared? 

Mr. Wenrzev. Well, Mr. Chairman, naturally, third-class mail i 
not worked at night, whereas first-class mail is. 

The Cuatrman. I mean, the expense in handling third class, if they 
discontinued sending it in bulk form. 

Mr. Wenrzev. It would cost some more, naturally, if we have to 
do the sorting, but not as much, perhaps, as some of the users seem 
to think it would cost. We feel that the additional revenue of 1 
cent apiece would fully and adequately cover what the actual cost 
would be. As a matter of fact, we do not anticipate all that has 
been said about what would happen, if this v-cent rate were 
established. 

For instance, these mailers of large quan tities of bulk third- class 
matter would still bring it to the post oflice. They would be required 


to do that. So there would be no pick- up service. They certainly 
would not throw it in helter-skelter. They would present the tied-in 
PACKAgeS, faced. That is the normal procedure in any quantity 
mailing 


Furthermore, the VM ould want to use one of the methods of paying 
the postage, rather than aflixing st: amps for their own benefit in 
order to get it out more promptly, and in many cases would use the 
permit system as they do now, even though the rate should be 
creased, 

Those are some of he elements. ] think. that they are exaggerating 
the effect of the 2-cent minimum rate. 

They refer to the fact that there was a 20 percent increase in third- 
class rates January 1, 1949. Well, that did not apply to the bulk 
mailings at the minimum rate of 1 cent per piece, which has been 


? 
br moht out. constitutes about 65 or TO pe reenht ot all of the mailings 
of third-class matter. So there was no increase in that type of matter. 


I 

The only effect was a slight reduction in the weight of the matter 
that could go at that minimum rate. 

Phose are some of the points that are involved in this problem. 

The Cramman. How much would the 25-percent increase bring in? 

Mr. Wenrzev. It would bring in one-fourth of what we are esti- 
mating. We are estimating $65 million with the l-cent increase o1 
this matter that now goes for a minimum rate of 1 cent, and that 
would be approxi ately S16 million, assuming that we would retain 
the volume whi ch we are how handling. 

Mr. M ,veER. The charts that have been prepared on the 1950 cost 
ascertainment system, some of which are already availab le. based On 
investig: itions made in the larger 20 post offices in the country, show 
the initial cost of handling third-class mail as against handling first 
class mail; first class is approximately three-quarters of a cent per 
piece, and the third class is approximately one-quarter of a cent pet 
piece, based, obviously, on the SIX and two-thirds billion pieces 
approximi ite ly. 

I believe Mr. Wentzel is correct when he says that not all of the mail 
will be just dropped into the post office, but I do believe that a great 
leal of it, maybe 50 percent, maybe more of the presorted mail, will 
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not be sorted, because commercially to face and sort and tie mail 
even to face and tie mail costs ap cveaclisionks ‘ly $2 a thousand to face 
and sort and tie. And under the regulation 34.66, the commercial 
rate varies from #4 to about $5, and the mailer obviously will not spend 
that money over and above the cost of 2 cents, which is the same cost 
that he could mail one piece unsorted or 100 pieces or 1,000 pieces, 

‘To get back to the figures of the Post Office’s own system on 10 bil- 
lion pieces of mail, they show an Initial cost of about $25 million, about 
a quarter of a cent apiece. If you expect that they are going to sort, 
nstead of 314 billion pieces, but, say, about 7 or § billion pieces, and 
admit another 3 billion will still be sorted and will not have to go 
through the facing, cancellation and sorting time, you increase the cost 
to the Post Office, if the whole 61, billion is not sorted, by about 50 
million pieces, because the Post Office says that it costs just as much to 
handle third class as it does to handle first class. And if you in 
reased the cost one- quarter ce nt to three quarters of a cent on 10 bil 
on, you increase the Post Othice cost by $50 million. 

Mr. Wentzel savs, most of it is still such as will be sorted. Let 
us assume that half of it will be sorted. It will still increase approxi- 
mately 825 million the cost to handle that kind of mail, so that if you 
continue, if it were possible, and it has never happened in rate making 
in the history of this country that you could double the rate and hold 
the same volume, but even if that is true, if you increase your costs 
somewhere bet ween Ze) and DO million dollars for handl neo at the 
post ofhice, depending on the awuess of how much will he sorted at al 
how much will not be sorted, even if you do get the S65 million by 
doubling the rate, which is a basic impossibility on the history of 

ite making, you would only recover between S40 million at the maxi- 
mum and $15 million at the minimum, whereas, at a quarter of a cent 
Inerease you deti nite ly vet about SLE6500 000, because the volume prob 
bly w ill st: tv just as it is. Mail will be sorted and delivered to the 
post office just as it is. 

So you will have a guaranteed increase, or as close as you could 
cuarantee an increase to be effective, of $16,500,000 one way, whereas 
the other Way you would have a potential increase based on how much 
olume you get out from $15 million to $40 million. 

The CratrMan. In the cost ascertainment do you take into col 

deration in first class any intrinsic value that a person mailing 
etter receives by getting preferred treatment ¢ 

Mr. Wenrze.. No, we do not. As has been brought out, it is based 

lely on the use, no consideration given to any of these int: ingib les. 

The CuHarrMan. That is worth something, is it not? 

Mr. Wenrze.. Well, of course, that is pretty difficult to determine 
ust how much should be allowed for that factor. 

The CuHairman. If you were going to send anything by mail and 
vou knew that you were going to get that preferred service you would 
feel like you o ieht tO pay a little sometln ing for it / 

Mr. Wentzev. The first-class mailer does. He pays 5 cents now, 
compared with l-cent nunimum rate for third class, He Is paving 
for it all right. 

The Cuamman. We will next hear from Mr. Sam O'Neal, Washing- 
on representative of the National Council on Business Mail, Ine. 








514 ADJUSTMENT OF POSTAL RATES 


STATEMENT OF SAM O'NEAL, WASHINGTON REPRESENTATIVE, 
THE NATIONAL COUNCIL ON BUSINESS MAIL, INC. 


Mr. O'Neaut. Mr. Chairman and gentlemen, I appear here today as 
the represents itive of 500 business-matl users, who are members of the 


National Council on Business Mail, Inc. The council is composed of 
a widely dive ea gro ip of industries which depend upon the mails 
for the conduct of their business. In our membership there are in- 
cluded the follow) ing businesses : 

Accountants. Linoleum manufacturers, 

\ddressing equipment manufacturers. Linotype manufacturers. 

Adjusters and collectors Lithographers. 

Clay products Muailing-list services. 

Col respondt nce s¢ hools Mail order services 

Corset manufacturers, Merchandise distributors 

Cosmetics. Nurserymen, 

Credit bureat Packers 

Direct-mail ade tising services. Paint manufacturers 

Duplicator machine manufacsurers., Paper mills. 

Embroidery muah turers, Pharmaceutical manufacturers, 
Envelope manufacturers, Photoengravers. 

Explosives, Photograph-supply houses 

Exporters Postuge meter Companies. 

Farm machinery. Printers, 

Farm inplement manufacturers. Publishers. 

Food produc ts, Retailers. 

Garment manufacturers Road machinery. 

Gold and silver smiths. Rug manufacturers 

Greeting card manufacturers. Stock foods. 

Hardware. Textile mills. 

Health and welfare institutes Trade schools. 

Household utilities. Truck manufacturers 

Insulation manufacturers. Type founders. 

Insurance companies. Wholesale tailors. 


Jewelers. 


The national council has carefully considered S. 1046, and after 
consultation with its members has concluded that it should oppose this 
postal-rate measure. This decision was reached primarily because 8. 
1046 would increase rather than diminish the unfair discrimination 
between the various classes of mail. 

The council, as many of the members of this committee know, has 
consistently advocated and will continue to advocate equitable rates 
for all mail users, 

We feel that through the years the policy of lower rates for news- 
papers and magazines has been much abused. 

President Truman in his message of February 27 told this Con- 
cress that major changes were necessary in the postal rate for second- 
class mail. He pointed out that SO percent of the postal costs for 
newspapers and magazines are paid by the general public. He said 
further that “these excessive subsidies for newspapers and magazines 
are not only wrong, they are seriously inequitable.” He added: 


Newspaper and magazine publishers have substantially increased their sub 
scription and advertising rates in recent vears—in many cases doubling or 
tripling these rates Second-class postage rates, on the other hand, are close 


to the average level of IST9. when this class of mail was first established. Pub- 


lishers who charge prices geared to present-day costs cannot reasonably expect 
to pay postage at rate levels 70 vears old 


The coune ] had hoped th: at the posts i] rate bil] To be conside red by 
the Eighty-second Congress would remove at least some of the fla 
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ant violations of fairness and equity which have been inherent im 
post rate structure. Instead the bill would only serve to exag 
verate the disparities. Permit me to illustrate this point. 
This bill which you now are considering would increase the revet 
of the postal service an estimated S161,175,000. Of this amount 
hewspapers and magazines would pay an est mated S2O.000.000, w 


11 


ovhnel mail users would pay the remainder of SL4ELAL5.000. 
The deficit in second-class mail approximates S200,Q00,000 
more than half ot the total deficiency properly ( hare able to 
users. 
It must be remembered that the Eightieth Congress passed a 


which increased all postal rates except t! ‘for newspapers and maga 


} 


zines. This law, which became effective on January 1, 1949, increased 
rates on third- and fourth-class mail matter and special 
the amount of $143,525,110 annually. 

There is now pending betore the ICU ali application for addition i 
micrearses On fourth class mail —parcel post, catalogs, and books 
for an additional $110,854,974 annually. 

If the rate increases proposed by the Postmaster General are ap- 
proved by the ICC this class of mail will be self-sustaining even under 
the present method of the Post Office Department 1 allocating costs 
of the Various services, 

I would lke to point out here that this bill proposes creases of 


services Ill 


S141.570.000, which would amount to 60 percent of the deficits | 
jected for post and postal cards, third-class mail, and the 
services. Second-class mail users would pay o1 ly 1O percent of the 
deficit. 

The inequities in the postal rate structure will be multiplied unde 
such a proposal as tl is. We do not feel that the ob\ LOUS purport ot 
the President’s message is carried out in S. 1046, 

Permit me to illustrate this point in another way. Assuming the 
expenditures and revenues are constant at 1952 levels in the years to 
come, users of post and postal cards, third-class mail, and the special 
services under this bill would pay in the next 3 years a total sum of 


424,710,000 in additional postage charges. Newspapers and magn 
zines would pay but $90,000,000 and the deficit for handling this type 
of mail in the 3 years would amount to $510,000,000. 
[ ask you in all fairness if this jibes with the President's statement 
that 
be no excuse whatever for the general public to subsidize ad- 


” 


in newspapers and magazines * 


To go a step further, if S. 1046 is enacted in its present form and 
should the ICC approve the application for higher fourth-class rates, 
ll mail users, except newspapers and magazines, will have paid out 
etween January 1949 and 1954 additional postage charges amount- 


ng $1.679.224,922, as compared with the $90,000,000 which news 


] 
I 


papers and macvazines would pay out | the same period, This 
amounts to a second-class subsidy of $1.110,000,000 for the 6-year 
period from 1949 to 1954. inclusive. 
We submit that a postal-rate structure such as this is a travesty on 
equ ty and fair play. 
I should like to diseuss briefly with vou the sections 
rectly affecting business rs. Other witnesses 


letail the i et of the osed increases o} 


Migie CG ( PLE PPA | \ ca 
I i i 
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POST AND POSTAL CARDS 


The bill proposes to double the rate of post and postal cards. This 
means $48,000,000 in additional revenues which is more than one-third 
of the total increases proposed in the bill. 

Postmaster General Donaldson has told you that the cost of han- 
dling each post and postal card is 2.8 cents. The cost-ascertainment 
report for 1949 fixes the unit cost for handling first-class letter mail 
at 2.69 cents per piece. We cannot find any figures of substance 
establishing why it costs more to handle a post or postal card than 
to handle a first-class letter. 

The post and postal card has grown in popularity with the American 
people throughout the years. It is true its use by business establish- 
ments has increased, but that does not change the fact that the general 
public still uses it for the purpose for which it was established. 

The post and postal card does not afford the mailer the privacy of 
letter mail, whether first or third class. The space provided for text 
of the mailing or text of the message is extremely limited. The rela- 
tive value, therefor, of a post or postal card to the first-class letter 
which may contain 3 sheets of ordinary bond paper, 8 by 11, is sig- 
nificantly less. 

The post-card rate historically has been half of the first-class-mail 
rate. It isnot advisable in our opinion to propose a rate of two-thirds 

hat of the first-class mail. 


THIRD-CLASS MAIL 


There is a joker in the provisions of this section of S. 1046. While 
it appears that the special bulk pound rate on third-class circular 
inatter is retained, actually the caeaasl to raise the minimum per 
piece from 1 to 2 cents completely nullifies the established bulk pound 
rate and the advantages which it affords to those who use it. 

Mr. Wentzel pointed out that they could handle it for 2 cents. Well, 
what is the advantage to them if they are going to increase their ex- 
penses of handling just to cover the cost of the increase? I do not 
like to take issue with my good friend, but if he meant to say that, 
is I gathered from him, they were figuring on the 2-cent postage 
that they could take care of the added costs by that. I do not see 
where it is of any advantage to anybody on that basis. 

Historically, the bulk pound rate was established to encourage a 

irger and wider use of direct-mail advertising as a management 
salen tool, especially geared to the requirements of small business 
firms, those whose volume of business did not allow for advertising 
ippropriations making ae the use of other advertising media. 


Under the bulk pound rate, a user can mail out 200 pieces of mail 
at a cost of $2 for postage, plus the cost of the material, addressing, et 
cetera. The 1 ational council was one of those who advocated “eh 


upported the establishment of the bulk pound rate in the belief 1 
would encourage and stimulate a larger use of advertising by a cia 
number of business firms, particularly the smaller ones who in the 
aggregate represent the major proportion of American business, many 
of whom cannot afford to use other forms of advertising. 

Our belief has been justified by the fact that in 1949 the total 
number of pieces of direct-mail advertising mailed at the bulk pound 
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minimum rate of 1 cent per plece was 5.834.127. 300, as compared with 
2.137.913.3897 pieces mailed at the regular third-class rate, or 73 
percent. 

In return for the lower bulk pound minimum piece rate the user 
is required to face, sort, and tie his mailings into bundles according 
to destination, and in some cases according to postal Zones, and tral 
ported to the origin: iting post oflice | »\ the user. 

These mailings are also usually mailed under a printed pen 
indicia or with precanceled stamps. If the minimum per price rat 
of 2 cents as proposed should be adopted, the present advantages ove 
the regular third-class rate would cease to exist, thus removing the 
incentive which the mailer has to use the bulk sega Oh Ma 
would then go forward under the regular rate causing addith 
costs to the Post Office Department for sorting pie processing 
mal. 

‘| he nel result would be to make the bulk pound rate almost 
noperative insofar as the mail user and the postal services 
erned. We are opposed to any rates which would ultimately 

the destruction of the bulk-rate mailing privilege which has 
soinvaluable to all ty pes of Americen business. 

As inthe case of the hat dling costs re vorted by the Departmen 
the post and seutal sani we cannot find any justification for 
ported eost of B.SOO16 cents per piece for third-c lass matter acvany 
2 GOBS4 cent pel ; r rirst ‘lass Whi should it cost more 
handle third-class mail t] t does to handle first-class mail whe 
third-class mail is a secondat ervice and is not entitled to the expe 
dited service accorded first-class mail’ Also considering that 
of t the processing on third class mail is done by the mailers and 
by the mailers of first-class mail 

The rates which are proposed would increase third-elass piece 


by 100 perce Phe council objects strenuously to a discriminatory 
rate such as th s, especially in view of the fact that third-class users’ 
rates were in reened by more than $25.000.000 only 2 vears ago. 


COLLECT-ON-DELIVERY MAITII 


As was pointed out, vou get special services on first-class letters 
You vet the Same on registered mail. Those mhecreases are just tied 
The c. o. d. mail is primarily a poor man’s service: c. o. d. fees ar 
the amounts charged for collection of money from the addressee at the 
time of delivery. Remittance to the sender is in the form of a postal 
money order for which a separate fee is charged. Both the c. 0. d. and 
money order fees are in addition to the regular postage charges. and 
charges tor any othe) special handling or special services whic hy rik \ be 
requested, 

All three of the basic fees and charge Ss which enter into each ec. o d 
transaction were sharply increased in 1949. At present, the cheapest 
possible c. o. d. transaction (a parcel weighing under 1 pound sent to a 
local address, ec. o. d.. for 80.01 to $2.50) costs 40 cents. and would cost 
45 cents if the increase in fourth-class rates were approved by the 
Interstate Commerce Commission. 
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Another example would be a $5 c. 0. d. transaction weighing 1 pound 
mailed to the fourth zone: 


On a $5) transaction: Cents 
Present parcel-post rate 14 
present c. 0. d. fee 2s 
Money-order fee 10 

Total 1) 
Present parcel-post rate 14 
H. R. 2982 c. o. d. fee 30 
Money-order fee 10 

Total ot 
Proposed ICC parcel-post rate 9 
I] R. Zu ¢ ‘ d. fee 30 
Mor e\ orde Tee 10 

Total oo 


It is obvious that the percentage of increases on less valuable 
merchandise is too great. We would suggest that this committee, if it 
deenis Increases necessary, consider the maintenance of present rates 
on the lower brackets and raise rates on parcels with values upward 
of S25. The C.O: cl. service is primarily a service to low -income groups, 
who do not have checking accounts nor charge account. 

‘| he rates proposed, especially on the lower-valued articles, raises a 
question whether an attempt is being made through confiscatory rates 

d. services. It is pertinent to call attention to the 
statement made before this committee by the Postmaster General on 
\pril 4, 1949. On that occasion he said: 


to abolish the Goi 0s 


In connection with that particular service, I would be willing to recommend to 
Congress that they eliminate it entirel\ I have never been able to under 
stund whv we need a ¢. o. d. service in the postal services 


Excessive rates on c. 0. d. transactions will deprive the low-income 

l service. Evidence of this fact is that there 

vere a total of 73.841.204 c. o. d. transactions in the fiscal year of 1949 
le there were only 65,110,651 such transactions in the fiscal year of 

rures were taken from table 41 of the cost-ascertainment 

his week by the Post Office Department. 

Thus, there was a decrease of 10,730,573, or approximate ly lo) per 


CO} mers of an essentla 


reports issued 
cent, in such transactions after the increase in ¢c. oO. ad. rates which 
went into effect on January 1, 1949. A further increase in «. o. d. 
fees, such as proposed in S. 1046, undoubtedly would result in an even 
greater shrinkage in the volume of such transactions. 

Destruction of this vital service will be an accomplished fact if 
furtle r increases are impose d in thee, O. d, fees, 

That there is a need for the Cc. 0. a. service is shown by the large 


increase in the use of the service in the years between 1939 and 1949. 
Duri sy that period the number of c. o. d. transactions increased from 


33,983,321 to 73,841,204. We believe this is an important and inval 
uable service for the American people and should be continued at 
rates which would enable the public to use it economically, We hope 
this committee will prevent destruction of c.o. d. service through the 
levying of exorbitant fees. 
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This committee is undoubtedly aware that the Post Office Depart 
ment proposed increases of approximately $28,000,000 annually in 
money-order fees in the bill it submitted to the Eighty-first Congress. 
The committee also knows that no increases in such fees are proposed 
in the bill now before you. 

The Department has explained that a new system of handling money 
orders is being adopted and anticipates the new system will suffi 
ciently reduce costs of the service to make it self-sustaining. 
being true, it would appear unreasonable to charge the present 
fee of 25 cents on a Sd transaction, since the charge Ss merely fo. 
service of collecting the money from the recipient, espe ially S 
the money-order fee charged for transmitting the mone y to the send 
is only 10 cents and that sum covers the cost of such service. I must 
be remembered that on every c. 0. d. transaction a money-order fe 
1S paid, in addition to the ec. o. d. fee. 

The unreasonableness of the c. o. d. fee in relation to the mo e" 
order fee becomes more accentuated if the 40-cent fee were to be 
effective, especially when the tvpe and amount of the service rend 
1h each Case is considered. 

If low money order fees sufficient to cover costs can 
through improved operating and accounting methods, isn't 


ble to assume that costs of Cc. Gs dd. service might even 
through Improved operating methods 4 


RATE-MAKING POWERS 


Section 1] of the bill you are now considering Ww 
Postmaster General LO fix charges for the Spe ial 
future. We are opposed to removing this authority 
gress and placing it in the hands of the Postmaster General 
We feel there is no more justification for sucl 
here would be to olive the Postmaster Genet 
postal rates. 
Certainly if such an authorization is o 
provision for the protection of the mail user. 


e delegated to the Postmaster Gener: il. we si 
he Postmaster G 


charges which he 


ision be included to re 
least 90 days in advan 
the fees, and we urge hat il | oO be prov! cled t | 
be granted to anyone Wishing to appear In Oppos 
\ full record should be kept of such hearings 


} 


hoever may desire. 


} 


‘conelusions and recommend l 
Post Office De partinen fii Iii assumed 
st oa complete ‘evie ol postal pohiey. a 
ffer vear since it first was oreanized more ft] 
ppeared before leg 1 » committees of the Con: 
tte} almost every 7 
; 


te structure whl 


} 1 
SEVONGTY that the 


. : 
should not oe used us 
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rates. Many Postmasters General and other experts have agreed that 
the method followed in the cost ascertainment is defective and un- 
reliable as the basis for determining rates. 

Only a few weeks ago James J. Doran, who in 44 years of service 
in the Post Office Department, rose from a substitute letter carrier to 
chief inspector and then to Director of Budget and Planning, sharply 
criticized cost ascertainment as a basis for rate making Mr. Doran's 
comments were made in an article he wrote recently for the Postal 
Record. I commend it to the attention of each member of this 
committee. 

In view of the obvious weakness of the present system of fixing 
postal rates, the national council urges this committee to consider the 
ere ation of a board or commission, such as proposed in Senate Joint 
Resolution 60, with broad powers to go thoroughly into the complex 
postal-rate Sie blem and to make recommendations to Congress. We 
believe such a board or commission also should assist this committee 
and Congress in determining to what extent the Post Office Depart- 
ment should be made self-sustaining and yet provide adequate service 
for all the people. 

We believe such a study should determine the cost of operating the 
Post Office Department if its service was limited to handling first- 
class mail. The other mails are byproducts. That is the primary 
service of the Department and “g consideration should be given to 
this fact. Pate costs should be apportioned between the supple- 
mentary services on the basis of work or cost units used. 

In conclusion, members of this committee know that we have been 
before your comm ittee on m: nny oce assions In the past. We have re- 
peatedly asked for an equitable approach to the postal-rate structure. 
We have insisted that increases be equitable and nondiscriminatory. 
We submit that the rates outlined in S. 1046 are discriminatory and 
inequitable. We urge the removal of such inequities, and we will 
continue to oppose vigorously any bill which makes no real attempt 
in that direction. 

I thank you for the privilege of appearing before you this morning. 

Our group would cooperate in such an undert aking as we feel is 
proposed in oe resolution introduced by Senator C arlson and spon 
sored jointly by a number of other members of this committee. We 
have many people, not myself, who are experts on postal rate matters. 
Some of the largest mail users and some of the small mail users know 
the postal-rate structure and its inequities, and they have some con 
crete ideas as to how some of the problems on rate making could be 
solved. 

The Cramman. Are there any questions? 

We thank you. 

Mr. O’Nean. ‘Thank you. 

The Cuamman. We will next hear from Mr. J. McDonald Kane. 


STATEMENT OF JOHN McDONALD KANE, MAIL ADVERTISING 
SERVICE ASSOCIATION, BROOKLYN, N. Y. 


Mr. Kane. Mr. Chairman and gentlemen, I will ask that my regular 
brief be entered in the record and I will give you the high lights of it 

The CHatrrman. Your paper will be printed in the record. 

Mr. Kane. My name is John McDonald Kane of Brooklyn, N. Y. 


I am representing here the Mail Advertising Service Association, an 
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organization of 795 business enterprises producing services for users 
of mail sdeastinine: 

I believe it is of value to give a brief outline of the character or 
make-up of our association membership: 548 members—approxim: ite 
lv 68 percent dlo a business of less than $25,000 annually: 186 or 
percent do a business between $25,000 and $100,000, and 61 or 9 pel 

do a business over S100.000. 


It is evident our individual enterprises are not in the big bi 
bracket. But we are in the category oft “important business” . 
son of our rendering direct mail advertising service to the many, mai 
small establishments of every kind which compose the very fabri 
our national eCOnomy., 

Most all businesses must advertise to carry on successfully 
s particularly true with the small-business man or “Little Joe” as 
have named him in our brief. However, it is essential that Little Joe 
use an inexpensive medium of advertising, a medium trimmed 
OW] SIZe and pocket book a selective medium which permits him 
ell his StOry directly to his prospects and customers. That med 
has been found thro teh the channel]! of third-class matl. 

Little Joe has built his business around this low-cost postal ser 
It is his advertising medium, in most instances the only one he has 
So it is ond all the small business enterprises combined account To! 
a very large percentage of third-class bulk mail. 

Of all he people who will feel the oreatest pain from the proposed 
100 percent increase in third-class rates is that very large family of 
small business meh, al the very time when he host needs help to stil 
vive, and thereby contribute a stro gy economy tO OUP national defense. 

The pro} osed 2-cent third Class bulk rate nia well mean less total 
Post Office revenue than the present l-cent rate. If such should result 
the proposition is unsound and impractical, meaning further loss to 
the postal services rather than estimated profit. 

kor example, Little doe, who operates the nero 
store, now sends : Piety: mailing of 1.000 advertising and selling 


hy hor hood Grocery 


messaves, It costs him, let's Say, lL cent to proauce, al d 1 cent to ma 
a total cost of SZO we aie. With a 100 percent Increase his cost woul 
be 830 or S520 a vear more, ‘To make matters worse. Little Joe ea 
even fall back on the 1-cent Government post card as it is now propose 


to charge 2 cents for this card. ¢ ‘onsequently, in order to avoid 
creased cost, he has no other choice than to cut his mailing in half 
or else turn over his advertising program to house-to-house circular 
distribution. In either case the Post Office loses volume and revenue. 
To sum up—the Mail Advertising Service Association is concerned 


with third-class mail because it is the medium through whi , most 


mail advertising is distributed. also we are vitally interested in post 
ards as used for = rtising Te es. 

The proposed n mum rate of 2 cents on each piece, being a 100 
percent increase, imposes a heavy inequitable tax on the small-business 
man’s constant effort to survive, particul: rly under the difficult con 
ditions of business today. 

Secondly, we firmly believe a 100 percent increase is most unfair 
considered in relat Lon tothe postal increases proposed for other classes 
of mail. 

On the constructive side, the membership of our association is in 
hearty agreement with the excellent resolution introduced by Sena 


83782—51—_—34 
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tor Carlson which would provide for a thorough investigation of the 
fase Office Department and the postal rate-m: aking machiner vy. Such 
a progressive step might well lead to setting up a permanent com- 
mission who, possessed with all the factual detail of postal operations, 
could then arrive at a fair and equitable rate for all classes of mail— 
such rates to merit the satisfaction and approval of the Post Office 
officials and American business enter pr ses. 

The CHairMan. Your prepared brief will be inserted in the record 
at this point. 

(The prepared statement of Mr. John McDonald Kane is as fol 
lows: ) 


STATEMENT OF MAIL ADVERTISING SERVICE ASSOCIATION INTERNATIONAI 


My name is John McDonald Kane of Brooklyn, N. Y. T am representing here 
the Mail Advertising Service Association, an organization of 795 business en 
terprises producing services for users of mail advertising. 

in the welter of discussion surrounding the proposed postal rate increase, as 
it relates to third class miail, one big question has not been considered carefully 


enough 

That questior s, Who gets hurt . if third class rates rise LOO) percent 
* or if thev rise at all, as a matter of fact 

The answer to that question needs to be given right now. It needs to be un 


derstood, clearly and explicitly, if this proposed rate increase is to be considered 
on a basis of true and proper evaluation. Because if the damage such an in 
crease would cause exceeds the beneilts it would yield, the increase would be 
unthinkable 

It is our purpose, in this story, to show who stands to be hurt by a third class 
mail rate increase at this time, And the guy who stands to get hurt is “Little 
Soon 09 

Who is little Joe? He's all around you—at home, at work. He's so numerous, 
so common, you may lose sight of him, because you take him for granted, like 


e air you breath, the water you drink 

Little Joe is the man who services your @ar at the gas station the guy who 
eans your furnace. He compounds your prescriptions at the drug store, delivers 
le g eries for your table. He measures you for a suit of clothes, furnishes 
insurance protection for vour home, vour car, vour valuables 

He's the man who sells you a toaster or repairs your washing machine; who 
recaps Yo tires When rubber is short, who keeps your car, your truck, or your 
ractor running when vou need it ost 


, s the personification of little business—the millions of little estab 
shments of every kind which compose the very fabric of our national economs 


lie typifies, as Well as anyone could, the American virtues of energy, enterprise 


d hitta e that built our Nation. And j he sinks, is a cluss goodbye, free 

I Joe ope es ina neighborhood with the people close around him, or per 
haps Little Joe tinds his customers scattered thinly over a large area. To reach 
hel o tell them of his wares, his services, he can’t use the big metropolitan 
newspapers Hle can’t use big radio, nor television, nor vet the magazines. He 

ust Use an inexpensive medium, a direct medium, trimmed to his own size, 


ive medium which permits him to tell his story directly to vou. That way, 
doesn’t waste his ammunition; he doesn’t pay for circulation which he can't 


Now, ever since Little Joe has operated in this country, from the very begin 
ing of our greatness as a Nation, he has been able to use a serviee which goo 
vernment provided—third class mail—to carry his advertising messages to 
he home, direc .and at low cos 
Little Joe has built his business around this low cost postal service “a 3 

hi dvertising edium, the only one he has And ali the Little Joes Combined 

Nd account for a very large percentage of all bulk mail 


Most third class bulk mail is used by Little Joes. The Mail Advertising 
Service Association for which IT speak, is a 30-year-old national organization 
e total industry, sometimes called the letter 


Which now has 795 members. In tl 


shop business, are an estimated 3,200 concerns, of which MASA members are the 
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largest concerns. This industry exists largely to serve Little Joe. Out of the 
795 members of MASA, 548—approximately 68 percent—do a business of less 
than $25,000 per year; 195—23 percent—do an annual business of between $25,000 
and $100,000; 61—9 percent—-do over $100,000 business per year. And these are 
the large shops of the mail advertising service industry 

In addition to this letter-shop group, there are some 80,000 printing and publish 
ing industries in the country; of these, about 2,500 have 50 env loyees or more 
In other words, more than 90 percent rate as small business Piey produce most 
of Little Joe’s advertising. 

I regret we have no figures on the subject, but there can be no doubt about the 
fact that Little Joe produces a lot of his own mail advertising In fact 
because he can produce it himself, that Little Joe uses mail advertising in mar 


cases 


In this business, a job of addressing and mailing 10,000 pieces of mail for 
stomer is considered a mighty nice order The average prospect 
there is such a thing, would certainly be a matter of a few hundred names 
We estimate that there are in the neighborhood of a million users of third-« 
ail for advertising purposes 
Out of 2,400,000 retail, wholesale, and service establishments, only 55,000 
bout 1 in 50—has as many as 20 employees. In manufacturing, about 40,04 
ncerns, Which is 1 in 6, have 50 or more employees 
Thus, the vast majority of direct mail’s million users are really Little Joes 
Small businesses make up nearly all the third-class mail users there are And 
ddly enough, big business is not big in its use of mail advertising Big adver 
sers spend their big money in newspapers, magazines, radio, television Lhe 
ict is that among large advertisers, mail advertising is regarded as the 
dealers responsibility as a consumer contact medium. 
So it is Little Joe who will be hurt by 2-cent bulk mail But, if it 
Little Joe will try to adapt himself, just as he will to other condition 
materials, higher taxes, personnel problems, price Controls 
ationing, to substituting the sale of services for the sale of products, 
We these conditions as unavoidable and as fair to one 
| ~-cent minimum bulk mail rate fair and equitable’ 
t increase on a service Little Joe has come to depend on, fail 
Sruall business reais needs a boost n times like these to le p 
one economy Ss our best defense, Mavbe | ittle Jos should react by 
his advertising and selling efforts because it is simple economics tha 
irchasing power not channel into demand for available 
becomes inflationary But history suggests that Little Joe would 


neg his advertising and selling efforts. And 2-cent bulk 


mail mies 
ess total reVenue than 1l-cent mail. For example, the little handb 


neographed sheets Little Joe uses to advertise his grocery items to 


hood customers—axsainst the big, smashing, double-spread metrop: 


reads used by the big national chain store is practica 


s cheap. It costs him, let’s say, 1 cent to produce 
1000 weekly : a cost * S20 So we jack 1 


7 } 
4}? iit I 
nds that it " tim S80 instead of SLO—S520 ; 


ne ads, 2 ry ame people, in the same 1 
“irs have seen steadily rising costs in the pre 
fhe result has been larger dollar volume 
ain comparatively large printing and direct 
lal decline in number of pieces produced 
in the statement of Fred A. Prince, Prince & Co., ; 
jiume 2 of the hearings before this committee on H. R. 2045, 
e 149, appears t gures: “In 1048, owing to the greath 
ibor and materia it i graphic-arts industry, the cost 


sed on an average it percent The volume dropped “OS 


ise alone can be charged for this « 
tle Joe is in a tight spot in t Inatter of al 
e uses one 
SIne prices co up, he can turn to mech 
is exactly what Little Joe has done since the 
applying new methods—syndicated mate 
{ mailings, et Little Joe has been able 
costs down astonishingly well 


what can he do to est upe a LOO-perce 
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There is a thing he can do—and it worries us in the mail advertising servic: 
industry—Little Joe can turn to house-to-house distribution. Admittedly, it isn 
very good advertising. It is wasteful and less effective. It lacks the me-to-yo' 
personal touch of direct mail. But it is cheaper than 2-cent postage. 

If house-to-house distributors can handle Little Joe’s advertising so cheaply 
why can’t the post office do as well, particularly since it is only a side line, a: 
overhead absorber ? 

The proposed bill eliminates the bulk-mail classification. Its effect, practically 
is to establish a rate of 2 cents for third-class mail. There is no way by whic! 
the mail advertiser can earn a lower rate for a lesser service. The postmaster's 
figures for the year 1948 indicated that, out of some 7,600 million pieces of third 
class mail, nearly 5,500 million, over 70 percent, was bulk mail. This would 
indicate that Little Joe liked to get the lower rate by doing some of the post 
office work himself. 

So the proposed 2-cent minimum on bulk mail is unfair in the sense that 
drives Little Joe into a corner. 

If Little Joe even had a way out by using post cards, it might not seem quit 
so hopeless. Little Joe uses a lot of post cards (apparently well over four billion: 
because the postmaster remarked that post cards were very largely use for com 
mercial purposes. ) 

[I suppose we can't consistently deliver a piece of first-class mail for a pen 
while charging 2 cents for a presorted, prepackaged, deliver-at-leisure piece o 
third-class mail. I think Little Joe would be happy though if the post offic 
would handle something which would do the job for him on some Kind of lows 
price-for-less-service basis. 

Little Joe, and we who serve Little Joe and share his hurts, believe that 
100-percent boost in any price at any time is a big boast. We think that, cor 
sidered in relation to other postal rate increases, 100 percent on bulk mail is not 
equitable—not a fair distribution of the higher costs of post-office operation 

May I sum up the representations of the Mail Advertising Service Associat 
in this way: We are concerned with third-class mail as the class under wl 
comes most mail advertising matter and with post cards as used widely in ma 
advertising 

Mail advertising is the advertising used by small business. It is pot used ex 
clusively by small business but small business issues the bulk of it 

The proposed minimum rate of 2 cents on each piece, being a hundred-percen 
increase, imposes a heavy tax on the small-business man’s constunt effort 
survive and more particularly so under the difficult conditions of business toda) 

That increase in the cost of his advertising seems unfair because it allows n 
alternative. It is also unfair considered in relation to the postal increases pri 
posed for other classes of mail, 

It is our considered opinion that the result will be a substantial decrease in th: 
use of the mails to carry mail advertising to the great harm of members of t 
mail-advertising industry and its employees. Inasmuch as mail advertising h 
become an important device of modern business, we also believe a decreased us 
of mail advertising is not in the interest of the Nation’s economy 


he 


The CHatrmMan. Are there any questions? Thank vou. 

Mr. Kane. Thank you. 

The CHatrMan. We will next hear from Mr. BR. J. Christian, ‘ 
the Review and Herald Publishing Association, Takoma Park, Was! 
ington, D.C. 


STATEMENT OF R. J. CHRISTIAN, CIRCULATION MANAGER, THE 
REVIEW AND HERALD PUBLISHING ASSOCIATION, TAKOMA 
PARK, WASHINGTON, D. C. 


Mr. Curist1an. Mr. Chairman and gentlemen, by name is R. J 
Christian. Iam manager of the periodical department of the Review 
and Herald Publishing Association of Washington. D. C. 

I had intended to have with me as my guests this morning Mr. R. P 
Rowe, treasurer of the Pacific Press Publishing Association. of Mow 
tain View, Calif., and Mr. H. P. Evans. general inanager of t! 
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southern Publishing Association, of Nashville, Tenn. They are un 
ble, however, to be present. 

it is my privilege Lo appear before this committee as representative 
if 20 Seventh-Day Adventist publishing houses in the United States, 
f which T shall name only 3—the Pacific Press Publishing Associa 
tion. of Mountain View, Calif.. the Southern Publishing Association, 
f Nashville, Tenn... and the Review and Herald Publishing Associa 
on, of Washington, D.C. 


Last year these church-owned, nonprofit publishing houses did 
pproximately LW) million dollars worth ot denominational printn o, 
lt is my privilege to come to you in the interest of a large numbe 
chureh publications published here in the United States, publica 
ns that will be ery seriously and perhaps fatally affected should 
e second-class postal rates as proposed in Senate bill LO46, be 
dopted. 


Phe executive committee of our church has just passed the following 
solution : 


Resolved, That the executive committee of the General Conference of Seventh- 
grave concern and alarm the proposal now before 
mgress for a drastic increase in second-class postal rates, as these new rates 
ld affect the publications of this church and other churches, religious bodies, 
nd fraternal organizat 


tay Adventists views with 


ons 


[ have Just returned to Washington, D. C., from a very extended 
p during which I contacted leaders in the educational and the 
ublishing field, editors, civie and church leaders in 26 of our 48 
ites, 


Mr. Chairman mia honorable 


members of this committee, the 
mocratie processes of our Government are 


being seriously ques 
med today Indeed, there are 


those who are beg ning LO wonder 
ether or not these representative governmental processes cal lo} ” 
lure, 


It ISB mV conviction bat he foun ling fathers of Cl fair land of 
erty proposed that there should be a ready acce * information 
vilable to the tizenryv of this Nation through 
ited States Post Office. 


nstitution states 


ena nels oft the 


In far t. the first amendment ot ] 


Our GIOrious 


mMLress sha 


ng the free « 


ss: or the r} 


ernment 


Mr. Chairman. t] | 


hese postal rates tou h 


ent, for the proposed rates constitute ar 
| 


£ ve | i ] : ] : | } 
e Treedonhi OTF the press DY ImMpoesme Hurcel 
i . i 


tTherto knowl In this country. 


Tor ounize that the functions of (rovernme! 


d that revenue cannot be imaginary. Nevertheless 


' } } } ' 
eve there are involvements 1n f{ S proposec 
would set lv militate against 


he best ite { “the citizenry 
our Nation 
Gentlemen, permit me t 


t that religious 

odicals, s, do not carry 

irge an ‘ore could not be 
‘tional 


a 


nouses wh 
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have the honor to represent do no commercial printing. We cannot 
meet additional postal costs through additional advertising income or 
commercial accounts. We, therefore, pray most earnestly that the 
present system of preferential rates for second-class mail be con 
tinued and that no radical change be made in the present pound rates 
now applying to religious periodicals, 

We are not selfish in making this request. We believe that a great 
moral strugele is being waged in the thinking of men and women in 
our Nation at thistime. This isa most crucial hour. Our free demo 
cratic way of life is being challenged by sinister forces, and the church 
through its periodicals constitutes a primary channel for the bulwark 
ing of the faith of these men and women who are your constituents. 

fam reminded that the ancient prophet, Isalah, was instructed by 
the Lord to name one of his sons “Mahershalalhashbaz.” meaning 

“Destruction hasteneth greatly.” Gentlemen, if our Lord were to 
look down upon this present generation He might even so name this 
our day. These are trying days. when “men’s hearts are failing them 
for fear.” as the Ser iptures state. Surely, gentlemen, it 1s a matter of 
sound governmental policy not to hinder but rather to encourage the 
dissemination of an abiding faith in sound cultural, moral, and spirit 
ual values. It is to those objectives that the periodicals we represent 

re dedicated. 

This constitutes my statement, Mr. Chairman, with this summary. 
The magazines we publish are the Review and Herald, Life and 
Health, These Times, Signs of the Times, Message, Church ORicer s 
Gazette, Youth’s Instructor, Ministry, Journal of True Edueation, 
Our Little Friend, Sabbath School Worker, Liberty, My Bible Story, 
Listen, Present Truth, and Primary, Junior, Youth, and Senior Sab 
hath School ] seSSOn apapete rhies. The publications we print are pro 
duced in a number of foreign languages; namely, Bohemian, Danish, 
Norwegian. Dutch, Finnish, German. Greek, Hungarian, Italian, 
Japanese, Polish, Portuguese, Rumanian, Russian, Serbian, Slovak 
lan, Spanish, Swedish, Ukrainian, Yiddish, and Yugoslavian. They 
carry no commercial advertising, nor are they profit-earning 
publications. 

Our second-class postage last year was in excess of $145,000. This 
veal it will be over S160,000, not allowi ne for any proposed posti al rate 
Increases, 

Many of our subscriptions are contracted for 5 years in advance 
No current price adjustment would be pessible on these thousands of 
accounts. Therefore. we feel the proposed postal rate Is \ irtually col 
hscatory 1n nature, 

We, therefore, pray that the proposed Senate bill 1046 will not be 
enacted into law. 

The Cuamman. Are there any questions? I want you to know that 
this committee looks with favor upon helping—that is what it amounts 
to—or subsidizing, or whatever you want to call it, these Christiat 
and religious papers. We have always thought that. That may be 
against another section of the Constitution, and we do not want to 
raise those constitutional questions here, IT do not think, lyut Wwe jist 
Waht some help. 

Mr. Curisrian. Thank vou. 

The Cuamman. We will next hear from Mr. Charles E. Foster. 
assistant legislative director. Disabled American Veterans. 
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STATEMENT OF CHARLES E. FOSTER, ASSISTANT LEGISLATIVE 
DIRECTOR, DISABLED AMERICAN VETERANS 


Mr. Fosrer. Mr. Chairman and members of the c 
- Charles EK. Foster, and I am the assistant legislat 
Disabled American Veterans. i irst. I would like 1 
bers of this committee our appreciation for the oj 
hefore you with respect: to the proposed rey ( 
ostal rates as contained in section 5 of S, 1046, 

The Disabled American Veterans 1s il 
organization whose membersh p consists of 
abled veterans. Pursuant to the terms of 01 
required to file a full and compl te report of all 
tures with the Congress each year. I mention his 
show that the subject of our finances ts an open book. ; 
me Interested in where our funds come from and for 
they are expended. 

My primary objective in appearit 
entreat that vou do not take any action in revising the present postal 


1g before the committee today is to 
rate structure that will endanger the source of revenue which enables 
the DAV to Maintain its outstanding service to veterans, thei depend 
ents, and the survivors of decensed veterans, 

S. LO46, as presently drafted, will lmMpose an additional cost of more 
than $300,000 on the DAV annually. This figure arrived at by 
simple arithmetical process. In order to finance our aml 
extensive claims service to the 48 States. the District of Columb a, 
and the Territory oO} Hawaii. we were fortunate to {iit pon Lhe idea 
of selling a useful and worth-while gadget to the American public, 


| 
i 
the cadet in this instance being known ot nerally as al Ident-O Pag. 


We mail upward of 30,000,000 tags each year to every registered 
automobile owner in the United States from our manufactur 


In Chicago, Ill. Tt ind lass postal rates are mere ased as p 


posed Ih SECTION ©, Vi lhnecrease oul mailing ( s by 8300,000 o1 
more each vear. 


Incidentally. | would like to mention that thus prteul { ~ owned al d 


operated by the Disabled American Veterans and receipts from the 


ile of these tags belongs CX hus ively to the DAY. in othe words, 
ho private promoter or merchandising agency has any financial 

terest in this operation. It is owned solely and exclusively by the 
national organization of the DAV, and the proceeds from the sale of 
these tags is used to defray the salaries and ¢ penses Of approximately 


~50 full-time national service officers. Furthermor 
peting with any other national organization whether 
profit or not. 

It is a recognized fact that the Post Office Department 
running at a deficit for many vears, and we fully appreciat 
that Congress must take some act on to correct this situation. 


} } ‘ 
however, a method whereby Congress can mmcrease the t 


postal rates and at the same time not endanger the financial structure 
f the DAV and other national organizations performing vorth 
ile, socially desirable, humanitarian publie service. This method 


vas approved and adopted by this committee in the extensive hear 


t held during the Eighty-first Congress on this subject 


Ings 


imended thre bill before them at that time to exempt trom 
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in third-class rates all organizations having no Federal income tax 
liability under section 101 (8) of the Internal Revenue Code. Specifi- 
cally, therefore, the DAV urges that this committee favorably con- 
sider an amendment to 8. 1046 which will exempt all national veteran 
organizations incorporated by act of Congress from any increases in 
the second- and third-class postal rates. 

It is our understanding that the Post Office Department is opposed 
to the granting of exemptions from increases in the third-class posta] 
rates on the grounds that it is difficult, if not impossible, a ain 
administer. We do not believe these objections are made 1 1 good 
faith. I do not want to take the time of this committee to set forth 
in detail the various methods by which an exemption can be ad- 
ministered other than to say that there are two approaches. One 
method is by initial issu ince of exemption certificates, and the other, 
by way of refund. There are but four major congressionally char- 

‘red veteran organizations—namely, the American Legion, Veterans 
of Foreign Wars, AMVETS, and the DAV. Certainly the task of 
extending a privilege to these great patriotic organizations would not 
pose a too monumental task for the United States Post Office 
Department. 

We would like to urge on the committee that they give serious con- 
suert ation to ane meraptson, if you please, for the four major national 
‘hartered veteran organizations from any increases in the posts al rates. 
The Disabled American Veterans maintains a Nation-wide staff of 
full-time paid salaried service officers in every DAV facility in the 
United States. We feel that this service is essential. T think that 
you gentlemen are familiar with the service rendered not only by the 
DAV but by the American Legion, the Veterans of Foreign Wars 
and AMVETS. 

The Cratmrmoan. I am a member. 

Mr. Fosrer. We are very proud to have you as a member. 

\t the present time we are having a very difficult time in keeping 
our service oflicers on the salaries that we are able to pay. 

The above amendment, if adopted by this committee, will permit 
he the continuance of a Nation-wide service to disabled veterans that 
- second to none. 

[f the postal rates are increased as provided by S. 1046 and this 
amendment is not finned. it will in rease the funds we now spend 
to maintain our splended claims service in direct proportion to the 
number of Ident-O-Tags mailed annually multiplied by the rate of 
such increase 

In order that there may be no misunderstanding as to the use for 
which our funds are expended, I have prepared and attached hereto 
a compilation of DAY expenditures for the fiseal year ending June 

30, 1950, in 19 States, 8 of which are represented on this committee. 
The total expenditures in these 19 States is $559.255.31. 

[ have asked the clerk to pass among you several copies of the 
January 6, 1951, issue of Collier’s magazine. On pages 42 and 43 


= 


there are several pictures in color showing our Ident-O-Tag operation 
is It is carried on in the Chicago plant, together with a brief explana 
tory Summary of the Ope ration. 

In closing, I again urge members of this committee, if they find it 
necessary to increase the postal rates, to then write into S. 1046 the 
amendment proposed above exempting the four major congressionally 
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chartered veteran organizations from such increases in the second and 
third class rates. 

[ have attached to my statement the expenditures in 19 representa 
tive States of the United States, 8 of which are 
committee. You will notice that we spent a total of $559.25: 


these 19 States and that our total receipts from this Ident-O-Ta 


co Lire 


l 


represented on th 


spent in the 48 States, the Territory of Hawaii, the District of Colu 
bia to mamtam our service to veterans. | sh ill not re 
tabulation, but I shall request permission LO 
part of the record, 

The Coarman. That may be done and will be 
record at this point. 


(‘The Sup] lement referred to is as follows:) 


have it 


, mad 


Suppl nrent 


The CHarrMan. Thank you for your statement. We are 
ave it. Are there any questions / 
Mr. Foster. Thank you. 
The CuarmMan. Isthe Right Reverend Monsignor Wegener present / 
If not, we will next hear from O. R. Strackbein, legislative repre 
entative, International Allied Printing Trades Association. 


STATEMENT OF 0. R. STRACKBEIN, LEGISLATIVE REPRESENTA- 
TIVE, INTERNATIONAL ALLIED PRINTING TRADES ASSOCIATION 


Mr. Srrackeern. Mr. Chairman and gentlemen of the committee. 
mV hame is CO. R. Strackbein. and | appear here as legislative repre 
entative of the International Allied Printing Prades Association. 

This association Is composed of the various national unions that are 
n the printing trade and are afhhated with the American Federation 
of Labor. 
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[t appears, Mr. Chairman, that Mr. Haggerty, who was to follow 
me, who is ¢ a of the board of governors of the International 
Allied Printing Trades Association, will not. be here. I am sure it 
will be all right to hand in his statement. 

The CuarrMan. We will be glad to have his statement as if he were 
here and print it into the record. 

Mr. Srracksers. Thank you. I will proceed with my statement, 
then. 

The question of what to do about the postal deficit has arisen re- 
peatedly in recent years. After a succession of hearings. apparently 
no satisfactory answer has been found. This is somewhat discourag 
ing in view of the number of witnesses who have been heard and the 
amount of testimony that has been taken. 

The difficulty may be traced to three or more sources. 

|. Lack of adequate information with respect to the cost of different 
classes of mail service. 

This lack of definitive data gives rise to contradictory assertions 
and claims among witnesses. These contradictions cannot be resolved 
without factual references that are be vond clispute. 

Under the circumstances, it is not possible to say with assurance 
which class of mail users receive a subsidy or of what magnitude. Be 
cause of this uncertainty, rates cannot be adjusted without fear of 
inflicting an injustice upon various groups of mail users. 

». No decision has been reached whether any deficit, aside from 
the cost of handling free mail, is justified. 

The fact is that large deficits have been incurred and that they have 
been covered by general tax revenue. No one has claimed that this is 
unconstitutional. No one has maintained that it is illewal, nor has it 
been held by anvone to be immoral. What then condemns a postal 
deficit / 

It is held to be unbusinesslike. It is reovarded as reflecting on the 
efficiency of the management of the postal service. But it is obvious 
that the service is not operated as a business. It lacks the profit in 
centive. It lacks the spur of competition, Postmasters are appointed 
under the patronage system. No other private business is run in that 
manner, and so it is not fair to compare the Post Office Department 
with business. 

If free private competitive enterprise is superior to state monopo- 
listie oper ition, the post: al service must sutter by the comps wrison. If 
we insist that the postal service be operated in this manner, we must 
be willing to take the consequences: and no one suggests that the mails 
be turned over to private enterprise. So long as we insist on giving 
mail service to all the remote parts of the country, to rural areas and 
to small towns and villages that do net pay their way, the costs will 
be correspondingly high. No one suggests that these areas and re 
mote places be cul ott : and. ot COUTSe, they should hot be deprived 
of service. 

Thus there is an aspect of public service in the postal system that 
no private anaes would undert: oe from the st: indpoint of profit. 
This must be paid for by someone if it 1s to be continued. 

The upshot is that. in ‘the ncaa acce pted view of the desirabil 
ity of maintaining post: al service where it does not de fray its costs 
a deficit is justified. The question then is how large this deficit is in 


fact and who shall cover it. 
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The CHatrrmMan. For your information, in second class, according 
to the Postmaster General, it costs $240 million, and at present they 
are only paving S340 million, and that leaves a deficit of S200 million. 
Even with this bill before us, over a 3-year term the first year it would 
reduce it $20 million, and that is just 10 percent of the deficit which 
would be cut the first year; and then the next 2 years it would be 20 
more million, which would be 20 percent or more cut out, which would 
only make the second class pay $80 million of the $240 million. Is 
that not neht ? 

Mr. Wenrzev. That is right. 

The Cramman. It would pay then one-third of the cost of run 
ning that Department. Somebody must pay the two-thirds of the 
cost of running the second class under even this bill that is Seas us. 

You may proceed. 

Mr. STRACKBEIN. Since the continuation of such service is a part 
of accepted public policy, justifiable for reasons of its own, the public 
should be willing to foot the bill. 

I do not think anybody has any question on that point of raising 
the rates in order to make that part of the post: al service pay for it 
self: I mean for the remote areas and so on. 

5. Some other users of the mails, quite aside from those located in 
the remote and sparsely populated areas, are also held to be subsi 
dized because of low postal rates 

The size and character of this subsidy is under dispute. It is held 
DN some of the alleged beneficiaries that the cost-accounti Ing methods 
by which the results are reached are open to question; that prope 
illocation of costs would refute the Imputation of a subsidy. This 
brings us back to the first difficulty mentioned above: namely, inade 
quacy of data agreed Upon for their accuracy and fairness. 

However, assuming that such a subsidy is in fact paid out to some 
‘lasses of mail users, the question still remains whether this subsidy 
may be justified by pul blie police: Vv over and be yond the one th: il just! fies 
mail services to areas that admittedly do not pay their own way. 

What is the justification of the latter? It lies in what is regarded as 
the value of communication between our citizens regardless of their le 
eation: the value of education and the diffusion of information, cul 
ture, literature, and general understanding, all in the interest of greater 
enlightenment and a vigorous, healthy, and sound public opinion 

If this justification is strong enough to support a policy of open the 

ail service to the remote parts of the country, as it obviously is. is it 
not also strong enough to support a policy calculated to provide the 
greatest opportunity for the wide dissemination of the same beneticial 
media of information, education and enlightenment to the remainder 
of the population ¢ 

In other words, it ap pears as if a justification for a postal deficit 

in be found in the publie benefits that are to be derived from a postal 
ervice conducted at as low a cost as possible in providing publications 
that serve the reading public in general and not merely a small seg 
ment; that help in universal education, in keeping the publie in get 
eral informed and interested in the affairs of their cities, thei States, 
their country, and of the world as a whole: in keeping alive what is 
of value and previous in the practice of freedom of the press: 3 
providing media of expression 1 the arts and sciences, open to all 
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and in the development of critical judgment in numerous fields 
human endeavor. 

While we believe such a subsidy to be justified. we do not think 
that it should be open for the enrichment of purely commercial enter 
prises. What there is in the nature of a subsidy should be dedicated 
to the ends just mentioned and those of a similar character. 

However, this very question of a commercial subsidy does arise 1) 
the distribution of Jarge magazines and newspapers that bulk large 
because of the great amount of advertising carried by them. This ques- 
tion has two aspects. One is whether mass ¢« ‘oOnsumption and therefor 
mass distribution to the reading public could have been achieved 
without a large advertising revenue, which permitted the sale of suc 
media at low enough prices to tap the mass market. The other is 
whether employmen t in the graphic arts could have expanded as it ha- 
without this same powerful sup port from advertising. 

As representatives of the printing trades, we are interested ! 
both aspects of the question. Would it be wise to fore higher col 
sumer prices on such media on the assumption that they—that is. 
these media—are responsible for a considerable prayt of the postal 
deficit? This could produ ‘e the effect of reversn gy what is the dis 
tinctive character of American business enterprise: sufficiently low 
prices to attract mass consumption that in turn wil | support volum 
production. In this ight, advertising itself is seen as a heavy subs 
dizer of the reading public. Magazimes that have siniiad at 5 cents— 
in the past—or at 15 or 20 cents per copy—today—could perhaps not 
be made available for less than 75 cents or S1 per COpy without the 
ddvertising. Newspape rs would undoubtedly cost several times their 
present selling price. Such prices would quickly shrink the marke 
and the whole concept ot ai» de and even universal dissemination ot 
the printed word would be discarded or at least placed Wn jeopardy. 

To be sure. there are some few media of wide circulation that cd 
not carry advertising, but it seems fair to suggest that they are bene 
ficiaries of the market developed and cultivated by those who derived ; 
ereat part of their revenue from advertising. This is not to be inter 
preted as a carte blanche endorsement of newspaper and magazin 
advertising: but as recognition of MMportant economic factors in th 
development and growth of our inf rmational and literary media and 
their distribution—factors that should not he overlooked in a re 
formulation of publie policy with respect to our postal system 

[in summary, there is need for more accurate information in the 
field of postal rates than appears to have been collected to date, befor 
undertaking an upward adjustment of rates that might in time result 
in a reversal of a sound public policy and in discouraging an Americ: 
business practice that has led to abundance in the field of eaibaiaien 
and to expanded employment and consumption. We feel that S. 1046 
should be held up until the path is made more clear than it is now 

I wish to say that this statement is made without the endorsement 
of the International Typographical Union, which, so far as my know! 
edge extends, is not registering its attitude toward the post-ra 
increase bills before Congress. 

[ simply want to add, Mr. Chairman, that it would appear tha 
Senate Joint Resolution 60 which would call for an investigatior 
would meet with our approval for reasons very similar to thos 
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tated here. We do fee] that there is 2 need of more Informatio 
to be derived not only from the interested parties, but from objective, 
mpartial people, who might conduct such an investigation. 

Phe Cuairman. I think you will find the committee pretty 
reed with what you have had to say this morning. LI think 
{( ongresses n the past that have laid down the pattern have to 
irge extent paved the Way that in order to get across to the veneral 


ublic certain reading matter that they think the publi ould 
ave will cost entirely too much if we made them pay their ent 
iv. That is what vas bringing out a few moment ago in regard 


second class Even with the recommendations as presented 1 

e Postmaster General seems to agree to that. He does not recom 
end that the entire deficit be wiped out on second class. So that 
hows, at least, his attitude, although he may have recommenced 
hey be increased. 

Are there uy questions / 

Mr. LATIMER. hink this might be interesting to Mr. Strackbein, 


ee he has not been at all of the hearings to know that those 


iblishers who have expressed themselves, and a great many did 
eXpress themselves, both the magazines anal hewspapers, that the 
ndustry could stand an aggregate increase of about 50 percent 
over the present rates pro, ided it 1s spread over a period of 3 vears, 
that is, 10 percent each vear for the next 3 years. That has been the 
rather uniform recommendation of the users of second-class mail. 
Mr. Srrackpern. Yes: I am quite sure that a moderate increase 
mild not cause any great injury in this field. 

The Charman. I think one of the main reasons for that is that 

reality it would not be an increase because the value of the dollar 
is vone dow}? ; And w hile it has gone down. of course, the services 
rendered by the post office are paid with an inflated dollar. 

Mr. Srrackpeertn. We have, however, taken the position elsewhere 
hat any increase in postal rates should be approached rather cau 
ously, because we see very great difficulty in believine that they 
ould ever be reduced in the future. For example, now in thi 
ertod of high prices perhaps the higher rates can be absorbed, 
what assurance is there that if prices go down or a buyer's 

arket returns, that they would be correspondingly decreased ¢ 

Phe CHamrman. Are there any further questions? If not, 
hank von. 

Mr. Haggerty’s paper will be made a part of the record at this 
point. 

(The prepared statement of John B. Haggerty, president, board 
f governors, International Allied Printing Trades Association, is as 
follows:) 


lis 


STATEMENT OF JOHN B. HAGGERTY, PRESIDENT. Boarp or GoverNno 
INTERNATIONAL ALLIED PRINTING TRADES ASSOCIATIO? 


My appearance before you is in the capacity of president of the board of 
governors of the International Allied Printing Trades Association. which cot 
sts of the various printing-trades unions affiliated with the American Federa 
tion of Labor. I am also president of the International Brotherhood of Book 
nders and speak for them. My statement is in behalf of the following inter 
ational unions: International Brotherhood of Bookbinders. International Photo 
mngravers Union, International Stereotypers and Electrotypers Union, Inte1 
itional Printing Pressmen’s Union 
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Our principal interest centers in the second-class mail rates. We understand 
that the postal rate on books has been placed before the Interstate Commerce 
Commission for a determination and is not involved in 8S. 1046. 

We have for some years consistently taken the position that elimination of 
the postal deficit should not be the determining factor in setting postal rates 
While it may be desirable to avoid operating the postal service at a loss, there 
are other considerations that, in our opinion, are more important. 

The first of these is the widest possible distribution of educational, literary, 
and cultural material as well as news and informational media at low cost to 
the public. This is desirable in the interest of general education and enlighten 
ment, both of which are necessary to the successful functioning of a democracy. 

The second is the maintenance of service in areas where the volume of mail 
would be insufficient to defray the costs of distribution except at prohibitive 
rates, 

The existing rates should not be raised if their increase would violate these 
principles. The public in general should bear the costs of any deficits incurred 
in support of these objectives, since the benefits are of a general character. All 
of us benefit from the greater strength of our democracy; all of us benefit from 
the spread of education and information; all of us are interested in seeing to it 
that sparsely settled areas ef the country nonetheless have the advantage of 
postal service. Consequently all of us should be willing to help pay the costs 
The surest way of distributing such costs evenly is through taxation to make up 


he d 


iehe it 

Some increase in rates could probably be justified and might be absorbed with 
out causing a decline in the distribution of newspapers and magazines; but it 
would require a highly selective type of increase in rates. And we should keep 
in mind that it will be virtually impossible to reduce the rates once they are 
revised upward. We should also avoid establishing a precedent under which 
the Post Office Department could feel assured of an increase in rates whenever 
it operates in the red. If they could be thus assured, there would he litile in 
centive left to reduce costs by introducing more economical methods of handling 
and distributing the mail 

The international unions for which I speak in the printing trades are particu 
lurly interested in the employment aspects of the proposed increase in postal 
rates. Under present circumstances, with business in general greatly revived 

nce the expansion of our defense program, we cannot say that employment 
would be menaced immediately by an increase in rates: but there is no assur 
ce whatsoever that these rates would be reduced with the return of a buyer's 
market 

A year ago, in our testimony, we emphasized the danger to business and there 
re to employment, that would be risked if rates were increased. We were 
en in a buyer’s market and prices could not be raised without risking a decline 
the time being, this danger does not now appear to be presen 
Hlowever, if we now load much heavier postal charges on the magazines and 


Im Saies For 


newspapers, these rates will hecome oppressive when the present seller's market 
disappears We say there is no assurance of any kin that the rates would be 
reduced to meet the problems of a business recession We are convinced that 


e rates would not be reduced: that with the decline in mail volume that would 


ice iy : 1 s Inarket, postal receipts woul decline lnustend of shy 
the postal deficit would mount: and then instead of suggesting a reduct 
n postal rates to stimulate business, the Post Office Department would ask for 


We think a strong case can be made for maintaining postal rates at their 
present levels even though other costs and prices have risen. Had the princi; 
of low postal rates been abandoned in the past. we might not have the advantag: 


of mass production of newspapers, magazines, and books that we have today 
ind employment might be considerably less as a result. Why then abandon the 
prince ple that led to these desirable results? 
There re those vho arcue that posta: rates should be increase because the 
i f ost-office emplovees has hee increased We are enphati in 
ninl that there hould be any relation between the pay of postal emplovees 
nd postal ree eipts or deficits Postal emplovees are employees of the Gover! 


I 
wir pay should be governed by the same standards as other Gover! 


employes There is no justification for linking the pay of postal emiploves 


» Stute of tire postal budvet This is not done in anv other depart! ent of! 
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agency of the Government and to insist upon such a linkage in the case of postal 
hem 
t cannot explained as an economy 


le is the increased in 


cmployees is to discriminate against t 


Che desire to eliminate the postal defi 
come 


as evidence of greater efficiency so 
is simply derived 


loss eased postal rates 
nothing toward reduction o verhenud or lowering 
improved met! | t would lift the 


he 


Ineasure or 


necessary to overcome the 


Such an increase would 
unit costs of operation by 


very pressure Which might be expected to lead ty hi 
this committee not 


do 
‘ installing 
e urge 


For these various reasons, 
the rates on second-class matte We feel t! 


reuse 
hh an increase while the risk of injury to the 
considerable. 


\ 
Silke 
\ i 


Inplovees would be 
Mr. Lariwer. Mr. Chairman, the additional witne 
Mr. E. J. Volz, president, the International 


this be made a part of 


who asks that 


! 
t Wlokh. 


ot he present. 
The Charman. His paper wil 
(‘The prepared statement of M 


onal Photo-Eneravers’ Union, 


My name is EF 
on, AFI Our meni 
ived in the highly ski 
These ure ied hi 
na photographs that bpprer 
Our empiovinernt 
nd grap lf 


f th 
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ates 
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the fall in prices which will one day come to pass, we would be less concerned 
about an increase in them at the present time. Unfortunately, we have little 
faith that the increase would be merely temporary in character. 

We do not, in fact, grasp the seeming urgency of eliminating the postal deficit. 
The postal service is universally used and its provision by the Government free 
of charge, exclusive of purely commercial transactions, could be justified as 
readily as many other public services performed by the Government. It is only 
a question of how to defray the costs—by taxation or by collecting the costs 
from the many millions who use the mails by selling stamps or their equivalent to 
them. Probably as many people use the mails or get the benefits of the mail 
service as pay taxes 

Thus, if the postal deficit incurred in second-class mail is reduced, the whole 
public pays the bill through purchase of stamps or through higher prices of news 
papers, mugazines, and books. If the deficit is not covered in this manner, the 
people as a whole pay the difference out of the Treasury. Tax collections take 
the place of stamp sales. 

The difference in the two systems of collecting the costs of covering the defi 
cit are so small that it is questionable whether the risks of fastening a high- 
cost postal system on the public are justified. The prime consideration consists 
n keeping the cost of the service at a minimum by adopting the most economical 
methods of handling and distributing the mails. 

We take it for granted that the compensation of those employed by the Post 
Office Department is independent of the question of a postal deticit. There is no 
proper connection between the two. The postman is entitled to his scale of 
pay without reference to the balance between income and outgo of the postal 
service. 

Because of the many unanswered questions relating to the probable future 
effects of a present increase in our postal rates on employment in the printing 
trades and upon the distribution of the products of the graphic arts industry, 
we urge that this committee report against the passage of S. 1046. 


The Cuamman. We will stand adjourned until 10 o’clock tomor- 
row morning. 

( Whereupon, at 12 noon, the committee adjourned, to reconvene on 
Friday, April 20, 1951, at 10 a. m.) 
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FRIDAY, APRIL 20, 1951 


UNITED STATES SENATE, 
CoMMITTEE ON Post OFrFIce AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
135, Senate Office Building, Senator Olin D. sohnston (chairman) 
presiding. 

Present: Senators Johnston, Underwood, Carlson and Butler. 

Also present: J. Austin Latimer, chief clerk and counsel: and 
Nelson B. Wentzel, Deputy Assistant Postmaster General. 

Che CHarrMan. The committee will come to order. 

Our first witness is Mr. Albert L. Cole. 


STATEMENT OF ALBERT L. COLE, CHAIRMAN, GENERAL OPERA- 
TIONS COMMITTEE, NATIONAL ASSOCIATION OF MAGAZINE 
PUBLISHERS, INC., NEW YORK, N. Y., ACCOMPANIED BY W. D 
FULLER 


Mr. Cote. Mr. (¢ hairman and ventlemen, may lL thank you and the 
other members of this commnuittee for the opportunity to present our 
point of view on the bill which you are now considering ¢ 

With vour permission, | would like first to read this statement and 
then to try to answer any questions which you may care to ask. 

My hame Is A. LL. Cole. | cuit the business hiahager ot Reader's 
Divest. [Tam appearing at this hearing for both The Reader’s Digest 
and the National Association of Magazine Publishers, whose em 
bers include 343 magazines with circulations totaling up to 54 percent 
of the total magazine cirenlation in the United States. They cove: 
virtually every publishing field and include farm, labor, business, 
and religious publications, as well as general interest: magazines. 
Most are published for profit, However. there are also some hon 
profit publications. Most of them carry advertising but many do not. 

You will find an alphabetical list of the 348 magazines published 
by members of the NAMP on the inside cover of the statement you 
have, 

My comments that bear directly on The Reader's Divest will come 
later. 

The Postmaster (veneral has told Vou: 


That because all of his costs, particularly salaries and trai 


on. have iecreased greatly in recent vears, there must now be 
ncrease of at least LOU percent on second-class rates. 

Also that second-class rates should go even higher because today 

=~ ho justification fo. spec] il postage rates for second-class Mia 





538 ADJUSTMENT OF POSTAL RATES 


III. Also that the newspaper and magazine publishers can have no 
valid objection to the 100-percent rate increase because publishers 
hs ave ine ‘reased their prices in recent years by “LOO percent to 300 per- 
cent,” and the newspaper and magazine business “has never been more 
prosperous. F 

Let’s examine the facts that bear on each of the Postmaster Gen- 
eral’s statements and conclusions : 

1. First: Has the cost of handling second-class mail increased 100 
percent since second-class rates were last raised ¢ 

The present second-class postage rates were established in 1929. For 
the year 1949, 20 years later, and the most recent year for which 
comparable official post office cost-ascertainment figures are available, 
the cost of handling a piece of second-class mail was exactly 28 per- 
cent greater than it was in 1929, and the cost of handling a pound of 
second-class mail was exactly 34 percent greater. 

There is ce rtainly no need to increase the rates of postage for second- 
class mail by 100 percent to offset an increase of only 28 percent in 
the cost of handling a piece of second-class mail, or to offset an in- 
crease of only 34 percent in the cost of handling a pound of it. 

The reason that the cost of handling second-class mail is up only 
approximately 30 percent in spite of a much larger percentage of in- 
crease in salaries and other costs is the tremendous increase in the post 
office volume during the past 20 years. 

An increase in mica of business almost always results in lower 
costs and the post office seems to be no exce ption. 

The next exception which is pertinent to the consideration of 
this bill is: At the present time is it still a matter of national public 
interest to maintain low postage rates for magazines and newspapers ¢ 

The Postmaster General does not simply say that his costs of han- 
dling second-class mail are higher today than when the present rates 
we re established and rates therefore should be raised 100 percent; he 
has also repeatedly said that the justification for low postage rates for 
magazines and ne Wspapers has ceased to exist. 

We contend that the policy of low second-class rates which was es- 
tablished in 1879, 72 years ago, is based on a principle which was valid 
then and is just as valid today if not more so. Briefly, that principle is 
that it is in the public interest to maintain low postal rates so as to 
make possible low prices for newspapers and magazines, so far as 
to have the widest possible dissemination of information to the public. 
Again and again Congress has affirmed that principle. 

Through medical publications, doctors in the United States keep in 
touch with the advances in medicine. Through business publications 
retailers, wholesalers, and manufacturers keep informed of develop- 
ments affecting them. Through farm publications farmers keep up 
with new developments in agriculture and their wives keep up with 
labor-saving devices and other helps to good living. Religious publi- 
cations stimulate interest in every faith: and labor union members 
are kept informed of developments in the labor field through publica- 
tions devoted to the cause of labor. The general public stays abreast 
of local, national, and world-wide developments through the news- 
papers and a varied group of general interest magazines. 
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There are about 25,000 publications that have been granted entry as 
second-class mail. Their diversified coverage is shown on our chart: 


Second-class mail—Post-office registrations by type of publication 
[Figures show number of publications registered | 


Newspapers 


Dailies 
Nondailies 


Specialized magazines 
Religion 
Business and trade 
Education and welfare 
Agriculture 
Scientific and professional 
Other particular groups 


kxempt publications (nonprofit) 


Edueation and philanthropy 
Religion 

Agriculture and science 
Fraternal 

Labor 

Miscellaneous 


General magazines 
Culture, fiction, literature 321 
Humor and mystery PRQ 
Amusements, hobbies, sports 170 
News a 90 
Home and fashions : 79 
Miscellaneous Races 39 


irce: Official records of Post Office Department 


\bout half of th® 25,000 publications are newspapers; the othe: 
half are magazines of one kind or another. These 25,000 publica 
tions constitute what is generally referred to as the press, and a free, 


strong, and etfective press is conceded to be an asset in any country 
except W here there isa dictatorora police state. 

Seventy-two years ago, when special second-class rates were estab 
lished in the belief that they would benefit the Nation, Congress 
formally recognized for the first time that to make worth-while read 
Ing matter available to all at low prices would help t o advance the 
unity of our country in matters of the mind and spirit. That unity. 
nthe 72 vears since, has been stre ngthened materially. 

You will sure ‘ly remember that only Dor 10 years ago man V hy ae 
loyal Americans were befuddled, some of them even bewite hed, 
what was going on in Soviet Russia. ‘Today Americans, even srenak 
they live in the most remote areas of our country, are awake to the 
basic, unchanging threat of Communism to every possession we have 
and every value we believe in. This awakening has been immeasut 
ibly he ‘ped by the constant, courageous e Xposures carried on by mag- 
azines that have been available to every American at low cost because 
Congress has maintained low rates of postage for periodicals, 

The State Departme ht appreciates the value of vetting this kind 
rf inform: ition about what communism 1S, and whi it de ‘mMmocracy 1s, to 
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our friends abroad. As a matter of policy it directly encourages the 
widest possible distribution of American magazines overseas. 

The Reader’s Digest, for instance, is now published in 11 languages 
and bought each month by more than 6,000,000 persons in 37 coun 
tries this side of the iron curtain. I have copies of the Reader's 
Digest foreign editions here for anvone who is interested in seeing 
them. Eric Johnston, ESA Administrator, has said, “A respon- 
sible State Department official once told me that the international edi 
tions of Reader’s Digest have perhaps done as much to foster good 
will between the peoples of this and other countries as all of Wash- 
ington’s cultural etforts combined.” 

But the Digest is by no means the only magazine that has foreign 
editions, and in response to State Department appeals many other 
magazines have materially increased their distribution abroad in 
spite of the high costs and lack of profit involved. 

But, though informing people abroad is important, is not the 
job of informing peop le at home equally important’ If you compare 
the S111 million being spent by the State De eee nt on its foreign 
information program with the deficit attributed | rv the fetta 
General to second-class mail, I think you will agree that the price being 
paid for this service to the American people is not out of line with its 
value tothe Nation asa whole. 

Congress, we know, has the power to ¢ hange long-standing ae 
any time it thinks such a course to be in the public interest: and, 1 
Congress agrees with Postmaster General Donaldson that the nay 
ciples of second-class rates established in the public interest in 1879 

and affirmed aagin and again by different Congresses is no longer valid, 
that is another matter altogether. 

If the Postmaster General would like to kill the system through 
which people in the United States are able to regularly receive their 
medyeal, religious, labor, business, farm. and ge . ‘ral magazines and 
newspapers at low prices, he can do so simply by inducing you to 
i\bandon the principle of low rates of postage for periodicals carried 
aS Ser ond- Cc ‘lass mal. 

As a result of recent experience in publishing magazines in coun 
tries abroad, publishers have seen that, except in Canada and a few 
countries of South America where the United States system of low 
postage rates for magazines and newspapers has been copied, prac 
tically all publications are available only through newstands. Peop| 
vener: ally do not subseribe for publications because if there are no a 
postage rates for newspapers and magazines they must then sell : 
so high a price that only the well-to-do can afford to read them regu 
larly. Do you realize that TU percent of all the world’s productiot 
= newsprint and magazine paper is used for publications purchased 

by the 7 percent of the world’s population that lives in the United 
States / 


Make ho mistake about ie low rates of postage are essential LO 
the continuation of the system through which the American peopl 
are able to have a wide diversity of worth-while reading matter at 
prices low enough to enable almost everyone to subseribe for the 
publications they want and need. 

To summarize on this point: Post-office costs of handling secon 
class matl have increased 25 percent per prece and 34 per pound 
since the present se ond-class rates were established. A. 100 percent 
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increase obviously isn’t necessarv to offset increased costs: a rise of 
only about OU percent will do that. If second-class rates 
more than that percentage, it would represent at least 
donme hit of the prim iple involved 1)) low SeCOHA class rates, 
The next question to be answered is, Can publishers affor 


t 
i 
; 
t 


are Increase 


part lal aban 


l 


a to pay 
a 100 percent increase in second-class rates / 
The Postmaster General savs that the publishing indust 
Ss more prosperous than ever and it can well afford to pay th , 
mount of S40 million more requested by the Post Office. 
It is inte resting to contrast this statement of the Postmast r Ge 
ral’s with a statement he made 3 vears ago on March 23, 1948, whe 


hic committee was considering an increase in 


second-class 
ites of only a percent one-fourth of the 


requested 
bill vou are considering now. He said: 


It will be noted that propose i ‘ 

those emodied in Hf c. ane which ve »> sdopted bv the 
Committee after long studv and considernat n representing 
mount of additional postage th: to be paid by 
1 Whe Wspapers and other periodic 


aie . Set an 
Phe magazine-publishing 
LDS, when that statement was ma 
The Postmaster General has 


less prosperous than 


vou that publishers h: ave increased 
desir prices in recent vears by 


percent to 500 perc nt.’ in 
fore can easily afford a 


= re 


d 
} ) 
ncecrearse on eh viny rates, Bi 


it 
Snot so, 

One of the country’s leading public accountants, Peat, Marwick & 
Mitehell. has just completed a survey ot 1950 operations for a reliable 
ross section of the entire magazine industry, including all of the 
arger and more successful publications. One hundred and fourtee 
eaAZINes reported their 1950 costs, gross income, and profits. ‘These 
nagazines provided 50 percent of the total revenue received from se 
mad-class mail last — \pproximately 24,000 other publicat 
rovided the remaining ) percent. When the oa Income actually 
eceived by these 114 magazines in 1950 is divided by the n —— of 
ages printed, you find that last vear these magazines received : pel 
ent more per page printed than they were receiving 12 years ago. 
his takes into consideration all of the varving increases in advertising 
rates and in the prices for copies sold at newsstands and by subserip 
lon, Advertising rates alone during 


8 percent. 


this period increased by Oo! L\ 


So. for the industrv as a whole. prices were increased not 100 percent 
PHU percent as stated by he Postmaster General, but from the 
riod from 1939 to date by an amount not over 37 percent. Pub- 
shers’ costs increased more. it increased volume helped the pub- 
hers as it did the post otlices. lso we publishers have not dared to 
nerease prices as much as our sts have increased because ow 


ers have strongly resisted the o 


{ Cus- 
i-percent iner ime lh prices ve 
ve made. Consequt ntlv. for this representative group of 114 maga- 


es, dollar profits hefore taxes today are less than half of 
ere Ih 1945. 
And beeause of higher taxes the profit after taxes has 


ore. 


The Nation: ai C ity Bal ik ot Ne \ York has published income 


what they 
deelu ed even 


I 


fioures 
for 2200 corporation s for the vear 1950. The net 1950 profit after 
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taxes for this sizable sample of American business was 32 percent 
greater than that of the previous year. 

But for the magazine-publishing industry the 1950 profits after 
taxes were actually less than they were in 1949. 

The average net profit after taxes for mi: igazine publishers has 
dropped steadily since 1946, and in 1950, it was 4.3 percent of total 
gross income. If 8. 1046 had been in effect in 1950, that profit margin 
would have been reduced to 2.2 percent. 

The average 1950 profit margin of +3 percent for the magazine 
industry is only about half the average cane reported by SEC for 
all United States manufacturing industries. 

The SEC places the printing and publishing industry in sixteenth 
place as far as percent: a of profit goes among the 20 major industries 
of the country. 


20 major industries profit after tares Profit on each 

sales dollar (cents) 
Chemicals and allied products ; é eae, ee 
Stone, clay, and glass products ; 10.6 
Products of petroleum and coal ——_— 9.8 
Primary nonferrous metals 9.7 
Motor vehicles and parts plese ‘ 9.4 
Lumber and wood products rey ‘ 9.3 
Instruments, photo, optical, watches, clocks 8.7 


Paper and allied products . 
Primary iron and steel industries : fe aa 
Machinery and transportation (except electrical) a 
Electrical machinery 

Fabricated metal products 

Textile-mill products 

Rubber products z 
Tobacco manufactures = 
Printing and publishing (except newspapers) 


wm OSS Sts AIDS 
-I-l—t 


Miscellaneous manufacturing, including ordnance 4.8 
Furniture and fixtures 6 
Transportation equipment (except motor vehicles ) a 4.5 
Food 3. > 
All manufacturing industries wa 
Source Federal Trade Commission and Securities and Exchange Commission quarterly 
repor average, first three quarters of 1950 


The SEC profit figure of 4.9 percent for printing and publishing 
includes the lakes business, which has prospered to a much greater 
extent than the publishing business has. Printers have been able to 
incre ‘ase their prices to magazine publishers and others, but the pub 
lishers have not been ab . to fully pass them on to the public. 

In 1950 the America | Telephone & Telegraph Co. earned a net 
profit after taxes of 11 we rcent on its operation, The paper industry 
that sells to a made a profit of 10 percent on its volume. 
The current 4.5-percent profit of the magazine-publishing industry 
is low on any v: vali basis of comparison. 

The 100-percent increase in postal rates proposed in S. 1046 would 
wipe ¢ out the net profi ts of Many Mage azines. The magazine industry 
Aas a whole coulke | not he OTD to ibs ~O rh the j mecreases proposed 1 In this bill 
without increasing the prices charged to readers and advertisers 11 
spite of current resentment against further price Increases. The ef 
fect would be a new push in the inflationary spiral, a drop in the 
volume of magazines going through the mail, and a oabaine reduc 
tion in profits, with a partial or near total loss of income tax revenue 
from publishers to the United States Treasury. 





ADJUSTMENT OF POSTAL RATES 243 

Perhaps the most important result would be that those who can 
least afford it, and perhaps need it most, would be deprived, as a 
result of higher prices, of the advantages of worth-while reading. 
To summarize: 

1. Profits of the magazine industry have not increased during the 
postwar inflationary period, as the profits of other industries have. 

2. Ms agi izines have not been able to pass on the full amount of their 
ine TRAEC <d costs to readers and advertisers. 

Therefore, their oper ating profits are only half of those of eh 
ian there is no indication now that further cost increases for posta; 
or anything else can be collected without a loss of volume and a fr. 
ther reduction of profit. 

Obviously the publishing business can have a valid objection to a 
LO00-percent increase 1n its postage rates at this time. 

ft. Our next question is: Can the post-office deficit be materially 
reduced by imporvement in methods and procedures / 

Many of us were surprised to learn that half of the post-office trucks 
in 1949 were 15 vears old: and that in Phil: es and some othe 
cities some mail deliveries are still being made | vy horse and wagon. 
We have pictures of the horse and wagons still running around. It 
was a real source of cratification, therefore, to learn that 15,000 new 
trucks will soon be carrying much of our mail, with an expected size 
able saving inupkeep. ‘That is real progress, and the Postmaster Gen 
eral is to be congratulated. We are glad to learn that the Department 
plans to shift from railroads to trucks for mail movenaents within a 
200-mile radius. It has been stated that the savings resulting from 
this should be several million dollars a year. 


1 


In 1949 there was a loss of $28 million in the handling of money 


orders. A year ago the er General requested higher money- 
order rates. But this year he makes no such request. He has said 
that by July 1, 1951, changes in procedures will improve the account 
hg system and reduce costs. Since the costs of handling money orders 
were S75 million in 1949 and the revenue Was only S47 million, it would 
seem that the Postmaster General hopes the changes in procedures will 
cut expenses by more than 33 percent, And about 15 percent reduc 
LION would reduce It, Doesn't that suggest the meauibilidien of LEU h 
larger savings on an over-all basis 

We understand that the Post Office is just es lishing a research 
lepartment to contin nas study improved procedures and ways of 
Wing monev, That IS cert Linky long overdue ina business with a 
volume of $1.800,000,000. 4 vear. If research does for the Post sy ‘e 
vhat it has done for most businesses tremendous cost sav hes ill y 

ult ina very few vears. 

Recently, Dr. Robert Johnson stated that if the reforms in Post 
Oflice procedure recommended by the Hoover Commission were put 
ito effect, there would be a saving of at least S150 million more a 

ar. 

I ally. wouldn't if he } etter to put these anc other lnproved proce 
res into effect anid reduce the Post Office deficit that Way than to 
raise rates at this time by LOO percent? Aren't big price increases for 
nything now contrary to national policy ¢ 

| am i resident of Greenwich, Conn. There are seven post offices 
that serve those 40.000 people in Greenwich. It was pointed out 11 
the local newspaper that if I mail a letter in one of those post offices, 
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any one of them, for delivery in an area in certain instances only 3 
miles away, what happens is that the post office picks up the mail 
from the post office, trucks it to the Greenwich post office, takes it to 
another railroad station. They then take that out of the mail trucks 
and cart it to another post t office for delivery. Whereas, as a matter 
of fact, it is a shorter haul between one post office and the other. That 
railroad delivery of mail is costing the post office millions and millions 
of dollars on that kind of thing. And the Assistant Postmaster 
General, I think, said the other day that the shift to trucks in the 
Newark post office from railroad transportation saved $75,000 in that 
one post office; that in Boston it would mean a saving of $120,000, 

Those are just very minor indications of the money to be saved 
through different procedures in that post office. 

The next question is: What should be regarded as the real figure 
of the Post Office deficit ? 

We all know that the Post Office cost figures include certain charges 
for services expressly intended not to pay their way. In 1949 subsidy 
items, domestic and foreign air mail, ‘parcel post, et cetera, plus 
penalty mail and the free services, cost inal S160,000,000, 

There are 41.000 post offices in the United States. 

That is about half as many post offices as newsstands in the United 
States. I donot know whether vou realize that or not. 

Nineteen thousand of these post offices are located in places where 
less than 150 families live—places handling so little mail that the very 
high cost of each piece or each pound of mail handled can only be 
justified as an extension of the valuable service of the Post Office to 
all peop le, regardless of cost. 

The R F D represents an even more costly part ot Pos st Office service, 

Should the — 1 cost of csp postal service be charged to mail users 

wr should it be regarded as a service by the national Government to 
needs aa live in rural bach 

The National Association of Letter Carriers has pointed out that 
the Department ot Aonculture spends more than two billion dollars 
a Vear—an amount many times the amount of the Post Office deficit, 
vet this expense is not referred to as a deficit. 

The NALC adds that the Commerce Department and the Interior 
Departme nt each spend more than a billion dollars a year to convey 
information and service to the public, vet these expenditures are never 
referred to as deficits: and that Federal aid to the State and local 
covernments in 1949 amounted to almost $2,000,000,000, but this is 
never referred to as a deficit. 

Is not the service of sas post office to all the American people 
equally justified “peepee service ¢ 

6. Now we come tot “Pp ost Office cost-ascertainment report: This 
cost analysis has been in existence since 1923, It is an apportionment 
ot e xpenses based on arbitr: ary standards, and the rates charged since 
1923 have always had to take into consideration many factors which 
are noft considered in the cost ascertainment report. 

Pos tmaster Genera] Donaldson Says that every class of mail 
should pay its allocated share of the expense, as set forth in the cost 
ascertainment report. But in practice this is an absolutely unwork 
able policy. Nobody has seriously proposed, for instance, that a letter 





ADJUSTMENT OF POSTAL RATES 


delivered to an R. KF, D. box should Cost the sender » Cents, while one 
sent to the Waldorf Astoria should cost only »> cents. Yet that sort 
of thing is exactly what would happen if the cost-ask ertainment report 
were to he followed literally. For SeCO)] «| Class rates th 
equally unworkable. This has been recog) zed my othe I 
headed the Post Office Department, and it should be recogt 
everybody concerned with making rates. To make second-cl 
pay, not its out-of pocket cost, but its allocated cost. 
postage rates for magazines and newspapers five 
they are now. This would drive all second-class mail 
office to other methods of delivery and it would for 
smaller publications that are important to their readers 
hess. 

After listening to the Postmaster General's testimony, I 
that many members of this committee believe that second-class m 
is actually causing a $180,000,000 loss to the United States Post Office. 
However, if all magazines and newspapers were to stop using the 
Post Office the over-all postal deficit would not be reduced one 10ta 
and in all probability it would be greater than it now is. That is 
shown by a study made for publishers last year by Price, Waterhouse 
& Co. | would like to have the text of that report included as part of 
this record. 

That report is here. 

The CHAIRMAN. That will be included in the record 

(The report dated June 15, 1950, by Price, Waterhou 
follows:) 


Revort DatTep JUN D, 1950, on Revi 
ASE IN POST 


THE NATIONAL ASSOCIATION OF MAGAZINE PUBLI 


Dear Strs: In connection with proposed increases 


class mail we have at your request reviewed copies of the public dor 


on the attached list The purpose was to determine the reasonablene 
figure of $95,000,000, quoted by Postmaster General Donaldson in t 
May 1!49, as the amount of the immediate annual saving in post office expend 
tures if second-class mail were eliminated entirely from the mai 
Postmaster General Donaldson in his testimony before a subcomn 
Committee on Post Office and Civil Service of the United States Senat 
10, 1949 stated: 
“Now, the cost ascertainment, in running thi ver, indicated that 
be immediate savings—and I want to give ft] fute the argum 
would not save anything—an immediate saving of over $95,000,000 
Che Postmaster General did not inelude sufficient detailed inf 
identify the nature of the “immediate savings.” 
The testimony of Nelson B. Wentzel, Di puty Third Assistant 
eral on April 13, 1949, before the same subcommittee, in cont 
ons from Senator Thye as to out-of-pocket expen 
rtment chargeable to seeond-class mail, ineluded 
only statement that Tam able to say much about 
a calculation in response to numerous inquiries | 
Members of Congress, as to how much the Department 
second-class matter were eliminated, and the figure w 
cost-ascertainment office is 895,000.00 that 


have any second-class matter.” 
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In the annual cost-ascertainment reports of the Post Office Department, the 
allocation of total expenditures for various Classes of mail is on the basis of 
statistical studies conducted at various times and locations during the year. 
these reports do not show any estimates of the expenditures directly charge- 
able to the various classes. 

Postmaster General Donaldson’s testimony revealed that in the $95,000,000 
there were included immediate savings applicable to compensation of post 
masters, postal clerks, and city delivery service but none of the documents re 
viewed revealed the nature of the other items included therein nor the method 
of determining the amount thereof. In order to verify the reasonableness of 
the amount it would be necessary to have this information in detail. 

On the assumption that expenditures directly chargeable to second-class mail 
would be included in any computation of an amount of “immediate savings” 
due to the elimination of such service, we endeavored to ascertain if the informa 
tion available could be used as a basis for estimating such expenditures. The 
documents reviewed revealed no such current information but did contain a 
copy of a letter written under date of December 8, 1933, by Acting Postmaster 
General Joseph C. O'Mahoney to the Honorable Lewis W. Douglas, Director, 
Bureau of the Budget, “with reference to an increase of the rates of postage 
upon mail matter of the second class.’ That letter sets forth the total expendi 
tures apportioned to second-class mail for the vear 1932 by main appropriation 
headings as determined from the cost-ascertainment report. Also the Depart 
ment’s estimate of expenditures directly chargeable to second-class mail was 
given for each item of total expenditures. Using these two amounts, we com 
puted for each item the ratio of the estimated expenditures directly chargeable 
to second-class mail to the total expenditures apportioned thereto. 

Since the documents contained no other information which would enable us 
to compute the estimated expenditures directly chargeable to the second-class 
mail, we applied these ratios to the total expenditures for the years 1948 and 
1949 as apportioned in the cost-ascertainment reports. On this basis the amount 
of expenditures directly chargeable to seconfl-class mail for the year 1948 would 
be approximately $31,500,000 and for 1949, $34,000,000. According to the cost 
ascertainment reports, the revenue apportioned to second-class mail was $41, 
300,000 in 1948S and $48,500,000 in 1949 

Attention is directed to the fact that when questioned about the applicability 
of this method Postmaster General Donaldson made the following remarks during 
his testimony before the Senate subcommittee on May 11, 1949: 

“Mr. Chairman, the statement made in 1983, which Senator Humphrey re 
ferred to yesterday, is not applicable in this case, as the deficit for the postal 
service at that time was less than $150,000,000 and there was no effort on the 
part of the Department to raise postage rates, but there was some argument at 
that time and some petitions for reducing the rate on first-class mail from 3 
cents to 2 cents, and that is what drew out the correspondence between the then 
Assistant Postmaster General and the Bureau of the Budget.” 

Earlier in his testimony the Postmaster General stated that the method was 
not applicable because “Furthermore, at that time the average salary of the 
postal employees, from the lowest paid to the highest paid, was $1,950 per annum 
whereas today it is $8,250 per annum.” He also stated “There were no situations 
at all existing in 1933 that are comparable to 1949." 

The above reasons from an accounting viewpoint do not appear adequate to 
justify the conclusion that a method which was applicable in 19388 would le 
entirely inapplicable in 1949. It is true that changed conditions may require 
modification in a method of cost allocation. However, our experience as ac 
countants has been that a sound method is rarely wholly inapplicable unless 
there is a complete change in the character of the operations. 

To ascertain the possible effect of any material change in the relative esti 
mated volume of second-class mail which could have a material effect on the 
computed expenditures directly chargeable thereto, there is attached a chart 
showing the relationship of the estimated expenditures, directly chargeable to 
second-class mail, to revenues and to volume in pieces, for the fiscal years 1982, 
1948, and 1949 

In view of the foregoing, and since none of the public testimony reviewed re 
vealed information as to the methods of determining the amount of $95,000,000 
previously referred to, we are not in a position either to verify or refute the 
reasonableness thereof 

Yours very truly, 


PRICE, WATERHOUSE & CO 
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STUDY OF TOTAL DOMESTIC SECOND CLASS MAIL 
RELATIONSHIP OF ESTIMATED DIRECTLY CHARGEABLE EXPENDITURES 
TO 
VOLUME OF PIECES AND REVENUE 


YEARS ENDED 6 
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PERCENT MILLIONS 





L YEARS ENDING JURE 


SOURCES FOR FIGURES USED Im COMPILATION 
eces:- From Cost Ascertainment Reports f 5. Post e Department 
yres directly chargeable to Second Class Mail:- Estimates based on a letter of Post 
Office Department dated December 8, 1933 as explained n the attached report yf Price, 


Waterhouse & Co., dated June 15, 1950, to which reference is made, 
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List oF Pustic DocUMENTS REVIEWED IN CONNECTION WitrH Proposep INCREASE 
IN POSTAL RATES OF SECOND-CLASS MAIL 


1, Cost-ascertainment reports of the Post Office Department, years 1982, 1948, 
and LD49. 

2. Report on second-class mail to the Postmaster General submitted by Charles 
A. Heiss, special consultant, dated May 21, 1946. 

3. Hearings before the Committee on Civil Service, United States Senate, Senate 
Resolution 43, part ITIL, April 9 and 18, 1947 

1. Hearings before the Committee on Post Otlice and Civil Service, House of 
Representatives, H. R, 2408, March and April 1947. 

5. House of Representatives Report No. 410, submitted by Mr. Vursell, dated 
May 21, 1947, on providing for permanent postal rates 

6. House of Representatives Report No. 1242, preliminary report, submitted by 
Mr. Rees, dated January 15, 1948, on the subject, Survey and Study of the 
Postal Service 

7. House of Representatives Report No. 2434, submitted by Mr. Rees, dated 
June 19, 1948, on special study of unit costs by classes of mail and special 
services at the 20 largest post offices. 


8S. The Report to Congress of the Committee on Organization of the Executive 
Branch of the Government on the Post Office dated February 1949 and ap- 
pendix I, Task Force Report on the Post Office dated January 1949 

%. Hearings before a subcommittee of the Committee on Post Office and Civil 
Service, United States Senate, S. 1103, parts [ and II, April and May 1949, 

10. House of Representatives Report No. 1452, submitted by Mr. Miller of Cali 
fornia, dated October 17, 1949, on postal rate increases, 

11. House of Representatives minority report No. 1452, part 2, dated January 
31, 1950, submitted by Mr. Hagen 

Senator Burier. Do you have copies of that report for the com- 
mittee ? 

Mr. Corr. Yes, sir. 

Senator Burier. I would like to have a copy of it 

Mr. Core. The Price, Waterhouse report shows that the out-of- 
pocket cost to the Post Office Department of handling second-class 
mail in 1949 was only $34,000,000, while income from the same source 
was $41,000,000. 

Instead of the $180.000,000 loss shown for second-class mail in the 
cost-ascertainment report, there was a surplus to the Post Office of 
$7,000,000 1f out-of-pocket cost is considered as the real cost of hand 
ling second-class mail. 

We realize that this does not agree with the $95,000,000 figure of 
out-of-pocket cost quoted last year by the Postmaster General. We 
suggest that only this committee can determine what the correct figures 
are. Price, Waterhouse has said that they are ready to have one of 
their partners appear before this committee to substantiate their 
figures, 

_He re isan example of how the cost accounting system works: R. F. 

as set up for the purpose of giving daily first-class mail aise 
to citizens in rural areas. Yet about one-third of the $152,000,000 
1949 cost of rural free delivery was charged to second-class mail. Be 
lieve it or not, that is more than was charged to first-class mail. 

Quite apart from the fact that on R. F. D. routes 20 percent more 
tirst-< ‘lass pieces than second-class Seen are delive red, and of Course 
receive priority of service, R. F. would certainly continue if no 
magazine ss at all were delivered. 

As far back as 1933, Acting Postmaster General Joseph C. O'Ma 
honey, now a Senator, wrote to the Director of the Budget. Lewis 


W. Doug 


. For the fiscal year 1932 the allocation to second-class matter included 
more than $39,000,000 of the $106,000,000 expended for the rural delivery service, 
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no part of which could have been saved if second-class mutter had been entirely; 
withdrawn from the mails. 


Postmaster General Frank C. Walker said in his report for the 
year 1942: 


The purpose of cost ascertainment is to credit as accurately) 
sible to each class of mail and each special service the revenue earned by it, an 
charge each class of mail and each special service with its share of the expendi 
tures. Its methods and figures have been criticized Il have not been satistied 
personally that they should be used for rate purposes Cost ascert 
ment does not and possibly cannot reflect it tangible ctors uch a y 
preferment in mail handling, the relative importance and economi 
the several classes of mail. or the relative pt Ority OL Service 
’ } > . 4 ae } 

James Farley and Robert Hannegan as Postmasters Genera 
pressed a similar port ot view about the cost-ascertainment report 
Many businesses have the same problem of relating an apport 


ment of expenses to the formulation of a rate structure. ‘| he 
ences bet ween rates charged for second-class at irst-class maul 
well be compared to the differenees between rates charged for stra 


} 


telegrams and day or might letters. The telegraph company kuows 
that they make more Money by encouraging deferred wires of all sorts, 
including even birthday greetings and Easter greetings, at low rates, 
than by having none at all. In making their rates they disregard cost 
allocation principles and set a rate whic! ltt attract 

they otherwise would not met. 

On a cost allocation basis. nigh ie pnHon alls would probably cost 
twice as much as day telephone ‘aLlIS Th rat harged Is Ol ly woul 
half as much. 

The cost-ascertainment report should be nsidered Persgn i 
bookkeeping method of f allocating eXpenhses, al | not) ne more, It 
should not be used as a basis for making rates 

7. And now | should like to refer | 
etfect of this proposed lemislation On the mactaZzln DY which l adh 
loved, the Reader's Digest. 

The Reader's Digest paid the United states t office In 1950 a tota 

S2LOO.000, Phat is about 1 percent of r entire income tron 
the United States edition of the Reader's Dio ~{ About STOOQO00 Was 


paid for first-class mira. a sizable pro} ortion otf which was for post 


miefly and specifically to 


1) 
{ 


ards : SSOO.000 was paid for second-class mail: and S900.000 Was pala 
for third-class mail. 

It the postal rates are mecreased as specified in the bill which voi 
are « onsidering, the annual cost of postage paid DY the Reader’s Digest 
we estimate, would increase by omething over $1,500,000 on the same 
volume of business. 


In the last OU years we have hee able to absorb cost increases in) the 


} 
price of paper, printing, and other items of cost, but no ae suppliet 


i 


of any material or service has ever before hit us with a 100-percent in 
. } ‘: 7 . } l 
crease and, if he had, ou price certainly would nave had to go up. 
On the occasions where we have bee presented \\ ith eveh a o per 
cent, LO Se a or lo-percent increase, i can assure you that it has 
looked mighty | vis None of ow supphers hi sa monopoly such 
as the post office has, and our suppliers must consider the general wel 


fare of those who purchase their materials or serv ces, Pei heaps 
: why hone has ever proposed 1 LOO percent price crense, 


to us. 








900) ADJUSTMENT OF POSTAL RATES 


The proposed increase in postal rates which you are now consider- 
ing represents for us a sum larger than the total net profit, before 
taxes, of the Reader’s Digest in the United States. 

Therefore, if you increase the postal rates charged to the Reader's 
Digest by 100 percent, we will have to try to pass this increase to our 
readers. We hope that will not be necessary because we think that 
evervone, and our readers are no exce ption, Cc ‘onsider pr ice increases at 
this time as out of line with national policy. 

An article in the New York Times of Apr il 5, 1951, quotes Charles 
Wilson, Director of Mobilization, as saying: “Public reaction to 
price advances is now beginning to make itself felt * * * in the 
form of a falling off of sales.” Can you imagine the public indigna- 
tion if all prices were increased 100 percent right now é 

The question has been asked. Why should Reader’s Digest worry 
about a doubled postage bill. Actus ly, doesn’t this mean only an ex- 
tra half cent per delivery copy ! 

That sounds like a pl: iusible argument. But though a half cent a 
copy may not seem like much, a half a cent times 9 million copies, times 
12 months a year, means a second-class postage increase of $540,000, 
and I assure you that though the Reader's Digest has been a success- 
ful publishing venture, $540,000 is a lot of money to us. 

And in addition to that $540,000, we'd have to find 1 million dol- 
lars more to pas the proposed 100-percent rate increase on post cards 
and other classes of mail which we use. 

The fact that Reader's Digest pays only half a cent per copy for 
postage has been mentioned several times by the Postmaster General. 

Perhaps you do not realize that approximately 60 percent of all the 
pieces of second-class mail pay less than that, and that the average 
postage paid for all second-class is only six-tenths of a cent per piece, 
only one-tenth of a cent more than Re ader’s Digest pays. 

The postage paid by Reader’s Digest per copy is low because the 
Digest is small, lightweight, and carries no advertising. We pay the 
same postage rates for reading matter that every other periodical 
pays. Yet even at present postage rates we save money by sending over 

1 million copies a month by other means than the post al service. 

If Reader's Digest has to break the price front we have maintained 
for 30 vears in order to pay the propose “1 100 percent increase in post al 
rates, we could not simp rly adda half cent or even 2 cents to the price of 
the Reader's Digest. 

Commissions and discounts paid to subscription agents and deal 
ers are based on percentage of the retail price, so their mark-up must 
be added to any price increase. 

Also. the Reader's Digest, like other magazines, is a product af- 
fected by the factor of convenience in units of price. For magazines 
there is no place to stop hetween 25 and 30 cents. 

Do you know of any 26-cent, 27-cent, or 28-cent magazine? Almost 
all magazines must reckon with the oe of convenient units of coins. 

Tosum up: The proposed 100-percent increase in postal rates would 
have to be passed by the Digest to its readers because it represents a 
sum larger than our total net profit before taxes. And we believe that 
any price increase at this time would not be in the public interest. 

Now that is all I have to say about the effect of S. 1046 on the 
Reader's Digest. 
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. The next question Is: Will doubling postage rates double come 
rece aaa by the post office ¢ 

Mr. Wentzel can tell you that, when the rate for postal cards was 
increased from 1 cent to 2 cents in 1917, the number of post cards 
mailed dropped 60 per cent. The postage rate for letters was 3 cents 
and users of post cards did not use 3-cent letters. Instead of 2-cent 
postc ards they just stopped buy ing post cards at 2 cents ae they 
wouldn't pay that much for postage for their particular purpose. The 
old post card was hastily reinstated. 

Again, back in 1932 when second-class rates were increased for a 
2-year period, the volume dropped so much that the post office agreed 
to the automatic reinstatement of the lower rates. 

And when the air-mail rate was raised 60 percent, from 5 cents to 
cents, in March 1944, volume fell off so sharply that the old rate was 
restored less than 2 years later. 

[n 1949, by contrast, a more moderate air-mail increase, from 5 to 
6 cents, 20 percent, was put into effect without materially cutting the 
quantity of air mail sent, 

#. Our next question is: What can be done about the current post 
office deficit ¢ 

Right now on the basis of any available facts or figures there seems 
to be no justification for a rise of more than 30 percent in second 
class rates, and you will be told by many publishers, as you have been, 
that even a 50-percent increase would do serious harm to them. With 
the average profit margin for the industry as a whole now down to 

percent, a large number of individual publishers are obviously 
making an even smaller profit. “A 30-percent rise in second-class- 
postage rates would put many of those publishers out of business. 

If there is any increase it should be spread over at least a 5-year 
period, to take care of subscriptions that are already paid for at 
present rates. The Postmaster General agrees with that. 

Now I come to another matter, 

Many members of the House and Senate Post Office Committees at 
various times have commented on the difficulty in the time available to 
them from other duties of really getting to the heart of the complex 
prob lem of post: il rates and posti al methods. 

Including the staff of this committee there are perhaps 20 people 
in the Senate and perhaps 30 others in the House to decide on full 
schedules of rates and lay down policy for an Eapeneee that 
extends into not only every \ ill: age, but eve ry R. F. D. box in the whole 
United States, and that serves more than 150,000,000 people every day. 

By contrast, the New York State Public Service Commission, which 
de: Us with matters affecting only one State, employs a total of 595 full- 
time people including accounts, engineers, and field inspectors. 

It seems to me that you need some kind of protection against this 
endless drain on your necessarily limited time. 

And, incidentally, I think that we of the publishing industry need 
protection, protection for our businesses and for our 130,000,000 

eaders from a monopoly that seems anxious to get higher and higher 


rates to save it from the necessit\ ot lowering costs t! hrough improved 
procedures. The Postmaster General has admitted that even if you 
had granted his request for increased rates last year he would be back 
wwaln asking for still higher rates this year, 





552 ADJUSTMENT OF POSTAL RATES 
Monopolies generally need regulation and the United States Post 
Office appears to be no exception. Don’t misunderstand me, we have 
a cordial relationship with all members of the post-office staff. But 
the United States Post Office Department does have a monopoly on the 
delivery of all first-class mail. No one else can engage in that business. 

And because of this absolute monopoly on first-class mail, it has 
a practical monopoly on the delivery of most other classes of mail, 
the addition of which to the postal volume permits first-class to be 
handled at the low rates we now have. Without these other classes 
of mail, experts say first-class mail would be 5 to 6 cents per ounce, 
instead of 3 cents. 

We publishers have suggested many times in the past that Congress 
consider the establishment of a commission that would study the mat- 
ter of postal rates and be ready to help Congress not only to give every 
justified consider: — to the request for rate increases from the 
Postmaster General, but also to act as a protector of the public against 
the 82 billion a year Government-owned monopoly which is what the 
United States Post Office is. 

Perhaps even a better solution then the creation of a commission, 
however, has been offered in Senate Joint Resolution 60, introduced 
last week by eight members of this committee. This resolution pro- 
poses the establishment of a joint congressional committee to study 
postal rates and postal policies. We urge this committee to press 
vigorously for enactment of this measure. 

We understand that this joint committee is expected to study “What 
definite proportion of the post-office service rendered to each class of 
mail and to each major division of each class should be considered as a 
service that should be paid for out of Government funds and not be 
included in the rates charged for postage ; and what proportion of the 
cost of rural free delivery and the cost of — ation of the thousands 
of small post offices should be considered as a justified service of the 
National Government to people who live in sind areas.” 

Some other issues which we hope this joint committee and its 
advisory body will consider are: 

I. Certain kinds of publications in second class now pay no postage 
or much less than the average of the per piece or per pound payment 
of all second class. Should this cost be regarded as a service of the 
Federal Government to the public and therefore not become part of 
the expense borne by other users of second-class mail? 

II. How much in dollars, or what proportion of the allocated 
expense of second-class mail, should be regarded as a Government 
service to the public because of the unifying and educational value of 
a wide dissemination of news and information in newspapers and 
special and general interest magazines ¢ 

III. To what extent should postage rates take into account the de- 
cree of preferment in the handling and delivery available to mail 
users, and actual out-of pocket costs as well as the theoretical distri- 
bution of the total expense ? 

Pending the report of a joint committee, what else can be done about 
the deficit # 

If this Congress believes that the deficit cannot be cut sufliciently 
by reducing costs of post-office operation by improved procedures, 
and Insists that in addition the dollar income to the post office must 
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be increased by $100 or $200 million, then there is only one practical 
way to raise such a sum. And that is not by massive increases in 
second-class postage rates. The total revenue of second-class mail 
to the United States Post Office is only $40,000,000 a year. No reason- 
able or collectible increase in second-class rates can do more than 
make a tiny dent in the Post Office deficit. 

No: the only Wi ay to materially increase the dollar Income to the 
post office is by including an increase in first-class letter rates. First 
class letter rates were last changed 18 vears ago. During those 18 
vears, according to the post-office figures, the cost of handling first- 
class mail has increased 29 percent per pound and 31 percent per 
plece—approximately the same as for second-class. 

Inthe heht of these cost increases, it 1s somewhat Surprising to hen 
the statement which is often made that first-class mail pays a profit. 
That statement is based on the Post Office Cost Ascertainment Report 
with its arbitrary and unrealistic charges to the different classes of 
mall. If the tele Pp yhone company were in fluenced by the same kind of 
thinking, they would never raise the daytime telephone rates but would 
quadruple the night rates in the foolish hope of balancing the budget. 

Now, if the first-class letter rates were increased by the same per 
centage that the cost of handling this class of mail has increased 
during the past LS years, the rate for letters would LO from 3 cents to 
t cents, an increase of dol percent, and the income to the post oflice 
for this class of mail would go up to S150,.000,000, Tf the other classes 
of mail were raised at the same time by ho greater amount than one 
third, the post office deficit would be pract bolls wiped out. 

A 4-cent letter rate has already been tried—and has worked 
over the border in Canada. For 8 years—sinee 1!43-—Canada 
charged t cents for nonlocal first-class letters and has shown a postal 
surplus every year since then. Yet the postage rates paid by thi 
average hewspaper and magazine in Canada are actually lower thai 
in the United States. 

Generally speaking, the United States Post Office has shown annual 
so-called deficits ever since its founding. These deficits. however, 
have virtually disappeared during periods of intensive mobilization, 
when more letters are being written between home and camp, whet 
families are sending packages Lo their boys In service, and whe all 
activity is ata high level. 

The chart shows that these deficits have existed all through the 
years with the exception of 1918 and 1919 and 1944 and 1945. 

In the last 50 years the Post Otlice Department had a deficit every 
year except nine. ‘There were surpluses in 1913, 1914, 1916, 1917, 1918, 
and 1919: then im 1943, 1944, = L945, 

The one characteristic those is have In common is that they were 
times of war economies. ‘The over all post office deficit is less in 1950 
than in 1949, and the deficit is also less for the classes of mail where 
there was no rate increase. 

Is It not possible, therefore. that the post-ottice deficit tor the com- 
Ing vear, as we seek by increasing our armed streneth and produe- 
ti It to stave off what would doubtless be the most catastrophic Wal 
in history, will continue to fall 4 

[f General Eisenhower and General Bradley are right when they 
tell us that the present twilight status between peace and war may 
well last for many years, post-oflice deficits may continue to decline. | 


S2TR 
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Perhaps this provides a unique opportunity for further study by 
the proposed joint committee leading to a long-term solution of the 
whole post-office problem. 

Such a study should stimulate the installation of improved proce- 
dures that will lower costs. It should help the Congress to define more 
clearly the service role of the post office. It could reassess, as of today, 
the value to the country of low second-class rates which make it possible 
for the public to subscribe for magazines and newspapers at prices 
they can afford to pay. We believe that now more than ever before it 
is in the national interest to give those of limited means, as well as 
those who are well off, the chance to be well informed through and free 
and virile American press. 

That is the real reason for the preferential second-class postal rate 
for publications. In our opinion an increase in rates of so great an 
amount as 100 percent would deal a body blow to the American press, 
and we respectfully urge you not to enact 8. 1046 into law. 

In addition to all the foreign editions of the Digest which are cir- 
culated in 37 countries and 11 languages, which some of vou may be 
interested in seeing, I have a copy of a magazine called The Soviet 
Union which one of our men picked up in Holland on the newsstand 
about 3 days ago. This is published in six languages, including Rus- 
sian, Chinese, English, French, German, and Spanish. The Soviet 
Union distributes millions of these in those languages all over the 
world, and they pay for the paper, the printing, the delivery, and 
everything else because in their propaganda effort they realize that 
in informing people, even though they inform them with lies through- 
out, which a reading of this reveals, at the same time it is an interesting 
example of how the other side regards the importance of getting 
information into the hands of people throughout the world. The 
American method, I think, where it is done by a representative group 
of American publications that are avidly read by people all over the 
world, because it is not propaganda, is a much better way for the 
United States to do this job. 

Mr. Fuuxer. This is printed in English. 

Mr. Cote. Thank you very much for the t me that vou have given me. 

The CuarrMan. Are there any questions / 

Senator Carson. I wish to state that I have appreciated this splen- 
did statement on the part of Mr. Cole. It has given me some further 
information on our post-office problem which, as a member of this 
committee, and I think every member agrees, is a rather complicated 
and difficult one. We, certainly, realize that we do have what may be 
called a deficit, an oper: ating expense, at least, that exceeds income. 
We are faced with that. In addition to that I think it is generally 
realized around this table that there should be some readjustment in 
some postal salaries. 

Mr. Coir. There is no question about that. 

Senator Carson. It, certainly, concerns all of us, and Tam getting 
some valuable information out of your statement, and T appreciate it 
very much. 

Mr. Coir. Thank you. 

The CHarrMan. I have enjoved it very much, too. Of course, as 
Senator Carlson has just said, we have a deficit, nobody denies that. 
Just how it should be adjusted or what part should be classified 
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service, you can hardly get two individuals to agree upon that. 
problem. 

When you come to second class, if I would really and truly vote 
according to the way they voted for me down in my State, every daily 
newspaper having fought me in my last election but one, and I repeat, 
but one, you can imagine how | feel, but at the same time I do want 
to do what is right in regard to these matters and adjust the rates that 
will be right and equit able to all. It is a problem to know just what 
should be done. 

[ realize that newspapers and magazines are doing a wonderful 
good in America today in distributing news and, really, from an edu- 
cational standpoint are doing a fine job. 

So we must take all ot these things into consideration when we vet 
ready to make up the bill and decide what shall be done. 

Mr. Coie. [think everybody in the publishing business that I know 

s heartened by the introduction of this Senate Joint Resolution 60 
aa thinks that out of it will come an approach to this problem that, 
perhaps, an only be had provided a 2ood mah 7” peop le work aw con 
siderable period of time with a tad many peop le to help them who 
ire experts in various fields to get at this. 

This is no easy problem. It is a vital problem to us. It can put 
some of us right out of business. It can make others of us adjust 
our business so seriously that it by no means is just a normal change 
in publishing procedure. 

We have hoped very much that no major increases in rates will 
take place without the kind of study that this resolution makes 
possible. 

The Cnairman. [think L ought, also, to say for the Reader’s Digest 
that I beheve that that little book is read by more people throughout 
Lmerica and the world, and when they say “Digest” I think that is 
the right name for it, ~ it is digested, and all superflous matters are 
cut out. Really, you ca n keep better informed by reading that little 
book than any other magazine I know of today. 

Mr. Coie. Those are welcome words. And the only person that J 
vish had heard them is not here today, and that is the Postmaster 
(reneral. 

And with your permiussiol | will send him id CO} \ ot the record ot 
today. 

Senator UnpErwoop. If you have other copies of the Price, Wate 
house report I should nee to have one. 

Mr. Cote. We have them in the office and I can send them to you 
Lomorrow., 

Senator Unperwoop. I would like very much to have one. 

Senator Burier. To what do you attribute the reduction in the 
decline of the net / 

Mr. Coir. That is a very good question, Perhaps, it is the competi- 

on of many things for people’ s time and attention. 

senator Bt rueR. Is it due to cost of increase in materials 2 

Mr. COLE. Cost increases have a tremendous. The paper has 
ecomme a very scarce commodity. Tl * paper people have been ab le 

pul their prices to the pub lishe Ts an to a — where the papel 
people are making profits th: at are almost a disgrace, in my judgment 

Mr. Funuer. I would like to answer that question, also. Mr. Cole 
s the chairman of our association's committee that handles niatters 
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of this kind. I am chairman of the board of the association. I am 
here not to make the presentation, but to answer questions, if any 
should come up that a be more general. 

I think this is, perhaps, some -what of a more general question, 

I would answer that a little differently. All of the points that Mr. 
Cole has made are important. However, one of the major factors with 
us publishers was that in the 10 years past, let us say, we became 
generally aware of the fact that our business was a large-volume busi- 
ness and that we must do everything we could to increase volume: 
that through volume we could pull down our costs to meet many of 
these facts that we were facing. 

As a result, while we did increase prices to the readers in some 
cases—Mr. Cole’s magazine did not: others did—nevertheless, none 
of us increased advertising rates to any particular extent. Asa matter 
of fact, my own companies—and I will be here next week to testify 
for my own companies—the advertising rates in 1950 were just as low 
as they were in 1940 per unit. The result was a tremendous increase 
in volume. 

All one has to do is to look at the figures: The gross volume of 
advertising In magazines went up from around 3190,000,000, if I re- 
member correctly . in 1930 to something like $465,000.000 last year. 

Senator Burier. This increase would hit you ‘ 

Mr. Furier. Therefore, that terrific increase in volume, while 
meant lower unit profits and in many cases meant lower total profits, 
nevertheless it did help to absorb that expense. 

[am very certain that the Post Office Department is in the same 
position. They are a volume business. I am quite sure that instead 
of having $1, 700,000,000 or $1.800,000,000, whatever it is, if that were 
OZ.  DO0O.000 000 or 83.000 000.000, you woul | h: ave no de fic it. 

It is a volume situation. That is why I am so delighted personally 
at the introduction of this resolution which, as I understand, would 
form a committee to study this. 

Senator Burier. This increase would hit the publishing business 
just twice as much as ordinary, because vou are building vour volume. 
and the more volume, the gap would become narrower between, would 
it not / 

Mr. Futxer. It would and would not. A great increase in volume 
would help. The increase in costs would divert as well as seriously 
injure it. It would cause diversion from the post office which would 
mean a lower volume, and a lower volume would increase deficits. | 
am not sure I made mvself clear. 

Senator Butter. You make it clear to me that this resolution is a 
eood thing. Ithink we ought to have it studied. 

Mr. Furirr. Mr. Cole in his presentation has touched on the im 
portance of the engineering side of the post office and the fact that 
there is now a research group that has been started within the post 
office. We publishers applaud that very heartily. 

We have urged and asked for something along that line just as we 
frankly have asked for a committee for years. Let me give you this 
fivure. 

I had our ¢ ‘hief industrial engineer give me a figure yesterday. It 

s last vear’s figure. I am not sure it is entirely true today, but he 
mak the number of men whom we would class as industrial engineers 
within the post office. They are not called that, but thev are filling, 





ADJUSTMENT OF POSTAL RATES dod 


we think, positions that we would call industrial engineering in our 
establishment. We found that there was about 1 for every 30,000 
employees in the Post Oftice Department. 

Then he took 100 industries in several of our larger en 
eties and analyzed that and found that in American 
time there were 214 industrial engineers for every 30,000 

iwainst 1 in the post office. That is a year-old figure. 
not be true today, ] say, but it cannot be too fal from correct. 

It simply points out the fact that we need engineering service v 
he postal service. 

I do not want to intrude on your time, because I am going to bri 
this up in a little different way next week in connection with trans 
portation, but the opportunities which Mr. Cole touched on are 
scratching the surface. I am not eritical of the Post Office 
Department. 

I came up through that branch: that is, through the engineering 
branch in our business. Any every time we touched the Department 
they were always sure that they were just doing the best job in the 
world, and they were good men, but very often when we got into it 
with the proper engineering surveys we found ways of greatly lowe 
Ing costs. lam sure the same thine couk | be done. 

We all have to remember that in an organization, whethet 
Post Office Department or whether it is any public utility or whether 
it is any other gigantic group that has a monopoly, it is much hardet 
to get these studies of cost than it is in a business that is compet it 
and where, 1f vou do not do it, some other fellow will take your bus 
ness away from vou, 

Senator Burier. That leads me to my next question. What did 
Price, Waterhouse base this on ? 

Mr. COLE. They base it on the heures published by the Post Oflice 
itself. A similar report study was made when Senator O'Mahoney 
was Assistant Postmaster General, and that set t pattern, he same 
problem Wis in existence then. As a matter of fact, the raised the 

cond Class rates at that time. The volume wen downh, and they 
put the old rates back. 

Senator Burier. I did not know that. That uite enlighter 

Mr. COLE. Phey did that. 

Phe Cuainman. Did thev use any way 
that was done by the post ollice employees an the cost 
office / 

Mr. CoLrk. Not it all. The on ly thing they cid was to take the fig 
ures p suublished | the Post Office itself—this 1s, as I understand it. 
the work they di 4 and take that part of the post-office expense that 
could be eliminated if second-class mil went out of the post othee. 

The post offices are there. You cannot tear them down. Certain 
other things are there that you cannot just destroy or move away 
There are certain other expenses. And what those particular thine 
were, were defined in the sam study made by Senator O'Mahoney 
when this whole thing Was be ie lise ussed before. 

Price, Waterhouse just took that same pattern and took 
otflice figures as of today. which are the only hou | 
and put those figures into the present situation. 
hey came out with. 

The Cuairman. | : t saving that 


un ian that ere au W dle Variation. 
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Mr. Coir. There is no doubt about that. 

The CHarrmMan. In different ones reaching a cost estimate. 

Mr. Core. That is right. The American Telephone & Telegraph 
Co. analogy is a pretty dull analogy. If you raised the rates for 
second-class mail by 500 percent, there would not be any second-class 
mail. If you raised the rates for night telephone calls 500 percent, 
there would not be any night telephone calls. 

On a cost-allocation basis I am sure the telephone company where 
they have these telephone lines, where they have less volume, they 
have all of the other things, and on a cost-allocation basis, as I say, 
their cost of night telephone calls is just as much as the day telephone 
calls, except for a fractional difference, because the salaries of people 
involved who have to plug the things in are there, but they do not 
use that as : basis of making their rates. That is one of the things 
considered, but this business of using cost-ascertainment reports in 
the post office as the pr inc ips al or only basis or the only cuide on which 
to make second-class or third-class or fourth-class or first-class rates 
is as unsound as it can be. 

Senator Burier. To begin with. they cannot possibly determine 
it accurately ¢ 

Mr. Corr. Yes. And they cannot collect it after they put the rates 
in based on that if they did. 

Mr. Fuuier. I am told—I cannot personally prove this—that the 
transportation of mail, for illustration, to Bristol Bay in Alaska and 
from there on farther north runs the cost of the delivery of an in- 
dividual parcel or letter up into almost fantastic amounts, but cer- 
tainly none of us would not want that service for American citizens. 

Mr. Cole has touched upon it, but he could have taken a lot of other 
even more graphic illustrations if he had wished to be extreme. He 
has not. I think he has been very mild in his approach to this subject. 

The Cuamman. We find that all of our rural routes are very 
expensive, but it is something we would not think about doing away 
with. 

Mr. Cote. Of course not. 

se nator Carutson. Before Mr. Cole leaves, I want to concur in the 
chairman’s complimentary remarks about Reader’s Digest. And as 

i Kansan I think I should mention that the magazine is probably as 
al or better as it is because of a Kansan being one of the editors 
of it. Mr. White is the son of the late William Allen White. of Em 
poria, Kans., who, I think. probably did more for journalism in its 
early stages than any citizen we have had in this Nation. 

Kansas has been proud to furnish editors for outstanding maga 
zines and newspapers all over the Nation, including the Country Gen 
tleman, which, I believe, has three at the present time. 

Mr. Cote. And the Saturday Evening Post that has one. 

Mr. Fuiier. Our company has three Kansan editors. I do not 
know what we would do without Kansas, as a matter of fact. 

Senator Cartson. I thought that should be in the record because 
we are very proud of being able to have been of some service to the 
editorial and journalistic profession of the Nation. 

The CHairMan. I can understand why Kansas feels that way. 

Are there any other questions ¢ 

Senator Burier. Will the Postmaster General be back later? 
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The CHarrMan. Yes; he is to come back after they have all finished, 
and then we can ask any questions that we desire and bring out mat 
ters that are in dispute like here this morning. 

Mr. Cour. hiasiede who reads Japanese or Swedish or Danish o1 
Finnish and would like copies of the Reader's Digest, why, they are 
here. 

Mr. FULLER. | would like to ask Mr. Cole if he will olive youa bine 
idea of the circulation of his publication. You told me, I think, that 
the Japanese edition is 600,000 # 

Mr. Coie. The Japanese edition is 600,000. In total the foreign 
language editions have 6,000,000 circulation. 

Mr. Fuuier. How many are there in the French / 

Mr. Coir. The French edition has about 1.100.000. 

The CHatrMan. What does it cost in France to distribute it in 
portion to America / 

Mr. Coz. The postage rates in France are different. There is no 
second-class rate in France. We have practically ho subscriptions In) 
France. We cannot afford to sell the magazine by subscription in 
France. The only place that anybody can get it is at the newsst: ~~ 

The only reason that we can publish at all there is that. the mag 
zine is light enough and small enough so that our shipping cost ms 
truck to get it to the newsstands is low enough so that we can afford 
todoit. A larger magazine cannot. 

Actually people in the French Government who have been im 
pressed by the unusual popularity of the Digest have talked to our 
peop le and asked them to cet information about the second-class rates 
here because the ‘\ begin to realize that without spec ial rates for pub 
ications you cannot have a publication, a periodical industry, based 
on regular purchase through subscriptions which is absolutely essen 
tial toany specialized magazine. 

For instance, a publication to doctors, the people would not sub 
scribe to it because the postage costs so much that nobody can afford 
tohaveit. Sothe Vv cannot pub lish the magazine. 

The Cuairman. You have had a large distribution in the various 
countries of the world ? 

Mr. Coir. That is right. 

The CHatrMan. You know what vou have faced in regard to getting 
it distributed to the people where the postal rates are different. 

Mr. Coie. That Is right. 

The Coairman. That isthe reason I asked you that question. 

Mr. Cote. In South America where many of the countries, for in 
stance, in Mexico, any maganine published in the Spanish language 
in Me x1co Is sent free by the post oflice to any other place in the world 
where the Spanish language is the language. They do not have any 
second-class postage rates. It is free. 

The CHAIRMAN. Are there any other questions by any member of 
the committee. 

Mr. Larimer. I would like to ask Mr. Cole this question in con 
nection with our work on amendments. As 1 understand it, Mr. Cole, 
neither you nor those for whom you speak have any special interests 
in fourth-class or special services; at least, you are not making any 
recotnme ndations | In fourt h class or special services f 
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Mr. Core. We buy quite a little fourth-class postage for condensed 
books that we get out of reprinted Digest material. I do not have 
any interest in it and do not know anything about it. 

Mr. Larter. You have suggested a definite amendment in second 
class which the committee will bear in mind. It has been the general 
recommendation of the publishers that this 30-percent increase over 
3 years is all right? 

Mr. Corr. I have not recommended that at all. I have said that 
there was no justification for any second-class increase of greater 
than that based on the extent to which the post office costs have gone 
up. And I have said many publishers would find it very difficult 
to get on, even with that. 1, personally, in view of this Senate Joint 
Resolution 60, certainly hope very much that any second-class increase 
will be kept below that, and until you get more facts on this than 
you have now, because the amount of money involved in the second 
class is very smi = What you do with it is, of course, in the hands 
of this committee, but I make no such recommendation. 

Mr. Larimer. All 1 want to bring out, because that falls upon me 
to work out these amendments is, Do you have any amendment you 
wish to make in first or third class / 

Mr. Core. No. I have not any amendment. We bought about 
$400,000 worth of post cards last vear. And if you make the rate 
2 cents, we will not buy any because we cannot get the money back. 
lam not protesting that. Itold Mr. Wentzel that. 

The CnatrmMan. Lam on that resolution with the others. Iam now 
speaking for myself, but I think ee the majority of the com- 
mittee may feel the same w ay as I do. I just want to let you know 
so that vou can offer any suggestions in regard to the amendments. 
I believe the committee feels that we must have some increase in postal 
rates now, probably should not even wait for the report of this investi- 
gating committee, but it will probably have this effect that we will 
not go as deep into the matter as we would if we were not going 
into a thorough investigation of it. I mean, that is the way I feel. 
We just need some revenue. We have to have some from somewhere. 
We are trying to find out information from you people just where 
t would hurt the least. That isthe thing. 

I believe I should make that statement here because there are some 
people who think that the resolution means that we are not going 
tO pass any rate bill. 

Mr. Cote. I did not think that. 

The CHamman. You see what I mean. 

Mr. Futter. We did not think it. 

Mr. Corr. In speaking for the 343 magazines that are members 
of this association, many of them have a very different situation than 
Reader’s Digest or some other publisher, why, I want to make it very 
clear that I am not recommending that there be a 50-percent increase 
for thos e publishers, because I am not authorized to speak for those 
publishers on any such thing. Many of them will have a terrible time 
if there isa 50-percent increase. 

So far as we are concerned at the Digest. IT would say that reason 
able increases in second-class rates—and I would have to leave that 
to you gentlemen—can be absorbed, and that is all: we cannot absorb 


7 
unreasonable ones. 
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The CHairMan. | will Say fo) myself and I think a eood many 
members of this committee probably are in the same boat—we have 
worried very much as to just what to do and how far to go. We are 
glad to have any light thrown upon the subject. 

Mr. Larimer. May I put in the record at this time that there are 
approximately £h O00,000 000 pieces of mal, taking Mto aceount the 


largest parcel post package down tothe penny POst « ard being 


annually, Of those 45,000,000,000, 18,000,000,000 pieces go at 


ot 1 cent or less That would include, of course, postal eCard 
The average revenue from all pieces in second Class Is s 
cent per prece. 
Mr. Contre. At the Reader’s D ory 
>) years. We raised our salaries oy ‘the pe ! rod ot tne last 
LD 64 percent. We have been able to prove our procedu 
running the presses faster and by handling our mac] 
scription-fulfillment department 
cent mm spite ot salary increases of 64 percent. 
do it that way, they would not have any such 


about. 
Wr 


Mr. CoLr. We thank vou. 
(The prepared statement submitted by Mr. Cole 


he CrarmoMan. We are glad to have had voi 


STATEMENT ON BEHAI [IAGAZINE PuBLISsHI 


Mr. Chairman, may I thank you and the other membe 
for the opportunity to present our point of view on the | 
considering, 
With your permission, I would like first 
try to answer any questions which you may ce: i 
My name is A. L. Cole I am the business manager of 
am appearing at this hearing for both the Reader's Dig 
Association of Magazine Publishers, whose members 343 mi nes wit 
circulations totaling up to 54 percent of the total magazine circulation in the 
United States. They cover virtually every publishing field and include fart 
labor, business, and religious publications, as well as general terest mag: nes 
Most are published for profit However, th ure al some non-profit p 
tions Most of them cat ry advertis 
My comments that bear ¢ 
The Postmaster General has told 


I. That because 


lirectly 


have increased greatly 
LOO percent on second- 
Il. Also that seeond-clh 
no justification for special postag 
III. Also that the newspaper 
objection to the 100 percent rate ine! 
prices in recent Years by “100 perce 
magazine business “has never been 
Let's examine the facts that bear 
s and conclusions 
lL. First, has the cost of handlin 


t 


second-class rates were last raised? 
The present sec ond-cla 

vear 1949, 20 years later, an 

post-otlice cost-ascertaim 
second-class mail was e) 

ost of handling a pound of st 
There is certainly no need 

ail by 100 percent to offset 
piece of second-class ma 
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APPORTIONED EXPENSE OF HANDLING 
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The reason that the cost of handling second-class mail is up only approximately 
30 percent in spite of a much larger percentage of increase in salaries and other 
vosts is the tremendous increase in the post-office volume during the past 20 
years 

An increase in volume of business almost always results in lower costs, and 
the post oftice seems to be no exception 

2. The next question which is pertinent to the consideration of this bill is: 

At the present time is it still a matter of national public interest to maintain 
low postage rates for magazines and newspapers?” 

The Postmaster General does not simply say that his costs of handling second 
class mail are higher today than when the present rates were established and 
rates therefore should be raised 100 percent; he has also repeatedly said that 
the justification for low postage rates for magazines and newspapers has ceased 
to eXIst 

We contend that the policy of low second-class rates which was established 
in IS7%, 72 years ago, is based on a principle which was valid then and is just 
as valid today. if not more so. Briefly, that principle is that it is in the publi 
interest to maintain low postal rates so as to make possible low prices for news 
papers und magazines, so as to have the widest possible dissemination of informa 


lui G 


tion to the publi Again and again Congress has affirmed that principle. 
Through medical publications, doctors in the United States keep in touch with 
the advances in medicine. Through business publications, retailers, wholesalers, 


and manufacturers keep informed of developments affecting them. Through 
farm publications farmers, keep up with new developments in agriculture and 
their wives keep up with labor-saving devices and other helps to good living 
Religious publications stimulate interest in every faith, and labor union mem 
bers are kept informed of developments in the labor field through publications 
devoted to the cause of labor. The general public stays abreast of local, national, 
and world-wide developments through newspapers and a varied group of gen 
eral-interest magazines 


There are about 25,000 publications that have been granted entry as seer ud 


lass mail Their diversified coverage is shown on our chart 
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Necond-class mail post office registrations by type of publication 


number of publications registered) 
Newspapers 
Dailies 
Nondailies 
Specialized magazines 
Religion 
Business and trade 
Kducation and welfare 
Agriculture 
Scientifie and professional 
Other particular groups 
Exempt publications (nonprofit) 
Hducation and philanthropy 
Religion 
Agriculture and science 
Fraternal 
Labor 
Miscellaneous 
General magazines 
Culture, fiction, literature 
Humor and mystery 
Amusements, hobbies, sports 
News 
Home and fashions 
Miscellaneous 


Souree: Official records of Post Office Dey irtment 


About half of the 25,000 publications are newspapers ; the other half are maga 
zines of one kind or another These 25,000 publications constitute what is 
venerally referred to as the press, and a free, strong, and effective press is 
onceded to be an asset in any country except where there is a dictator or a 
police state 

Seventy-two years ago, when special second-class rates were established in 
belief that they would benefit the Nation, Congress formally recognized for 
first time that to make worth-while reading matter available to all at low prices 
would help to advance the unity of our country in matters of the mind and spirit 
That unity, in the T2 vears since, has been strengthened material) 

You will surely remember that only 5 or 10 years ago many honest, loyal 
\(mericans were befuddled, some of them even bewitched, by what was going on 
in Soviet Russia. Today Americans, even though they live in the most remote 
ireas of our country, are awake to the basic, unchanging threat of communism 
to every possession we have and every value we believe in. This awakening has 
been immeasurably helped by the constant, Courageous exposures carried on 
magazines that have been available to every American at low cost be 


Congress has maintained low rates of postage for periodicals. 
The State Department appreciates the value of getting this kind of informa 
about what communism is, and what democracy is, to our friends abroad 


t 


matter of policy it directly encourages the widest 


possible distribution of Amer 
magazines overseas 

The Reader's Digest, for instance, is now published in 11 languages and bought 
each month by more than 6 million persons in 37 countries this side of the iron 
curtain I have copies of the Reader's Digest foreign editions here for anyone 
who is interested in seeing them. Eric Johnston, ESA Administrator, has said, 
“A responsible State Department official once told me that the international edi 
tions of Reader’s Digest have perhaps done as much to foster good will between 
the peoples of this and other countries as all of Wa | 1 
combined.” 

But the Digest is by no means the only 
and, in response to State Department appeals, 
terially increased their distribution abroad in spite of 
profit involved 

But though informing people abroad is important, is not the job of inform 
people at home equally important’ If you compare the $111 million being spe 
by the State Department on its foreign information program with the deficit 
tributed by the Postmaster General to second-class mail, I think you will 
that the price being paid for this service to the American people is not 
line with its value to the Nation as a whole. 

Congress, we know, has the power to change long-standing policy 
thinks such a course to be in the public interest and if Congress as 


rees \ 
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master General Donaldson that the principle of second-class rates established in 
the public interest in 1879 and affirmed again and again by different Congresses 
is no longer valid, that is another matter altogether. 

If the Postmaster General would like to kill the systemr through which people 
n the United States are able to regularly receive their medical, religious, labor, 
business, farm, and general magazines and newspapers at low prices, he can do 
so simply by inducing you to abandon the principle of low rates of postage for 
periodicals carried as second-class mail. 

As a result of recent experience in publishing magazines in countries abroad, 
publishers have seen that, except in Canada and a few countries of South America 
where the United States system of low postage rates for magazines and news 
papers has been copied, practically all publications are available only through 
newsstands. People generally do not subscribe for publications. Because, if 
there are no low postage rates for newspapers and magazines, they must then 
sell at so high a price that only the well-to-do can afford to read them regularly 
Do you realize that 70 percent of all the world’s production of newsprint and 
magazine paper is used for publications purchased by the 7 percent of the world’s 
population that lives in the United States? 

Make no mistake about it—low rates of postage are essential to the continuation 
of the system through which the American people are able to have a wide diversity 
of worth-while reading matter at prices low enough to enable almost everyone 
0 subscribe for the publications they want and need. 

To summarize on this point: Post-office costs of handling second-class mail have 
increased BS pereent per piece al d 34 percent per pound since the present second. 
class rates were established. A 100 percent increase obviously isn’t necessary to 
offset increased costs—a rise of only about 30 percent will do that. If second 
class rates are increased more than that percentage it would represent at least a 
partial abandonment of the principle involved in low second-class rates. 

5. The next question to be answered is, Can publishers afford to pay a 100- 
percent increase in rates? 

The Postmaster General says that the publishing industry today is more pros- 
perous than ever and it can well afford to pay the trifling amount of $40 million 
nore requested by the Post Office 

It is interesting to contrast this statement of the Postmaster General's with 
a statement he made 3 years ago on March 23, 1948, when this committee was 
considering an increase in second-class postage rates of only 25 percent—one 
fourth of the increase requested in the bill you are considering now. He said, 
“It will be noted that the rates proposed for second-class mail are the same as 
those embodied in H. R. 3519 which were adopted by the House Post Office Com 

ittee after long study and consideration as representing the maximum amount 
of additional postage that should be required to be paid by the publishers of news- 
papers and other periodical publications.” 

The magazine-publishing business is now less prosperous than in 1948, when 
statement was made 
rhe Postmaster General has told you that publishers have increased their 


prices in recent years by “100 percent to 500 percent,” and therefore can easily 


afford a 1) percent increase on post 1] rates But this is not so 

One of the country’s leading public accountants, Peat, Marwick, & Mitchell 
! S 3 st complete a survey of 1950 Op rations for a relinble cross section of 
he entire magazine industry, including all of the larger and more successful 
pul tions One hundred fourteen magazines reported their 1950 costs 





‘se magazines provided ot) percent of the total 
second-class mail last vear Approximately 24,000 other 


ublications provides the rer Aaining n> pe reent When the gross income actually 


received by these 114 magazines in 1950 is divided by the number of pages printed, 


I 
l 


vou find that last year these magazines received 37 percent more per page 
printed than they were recei 12 vears ago. This takes inte consideration all 
of the varying increases in advertising rates and in the prices for copies sold 
at newsstands and by subscriptioz Advertising rates alone during this period 
nereased by only 1S percent 

So for the ndustry as a whole prices were increased not 100 percent to iM) 
percent as stated by the Postmaster General, but from the period from 19389 
to date by an amount not over 37 percent. Publishers’ costs increased more, but 


nereased volume helped the publishers as it did the post office. Also we pub 
shers have not dared to increase prices as much as our costs have increased 
ners have strongly resisted the 37-percent increase in prices 
made. Consequently, for this representative group of 114 maga- 
profits before taxes today are less than half of what they were in 
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C3 PROFITS BEFORE TAXES 
And because of higher taxes, the profit after taxes has declined even more 
The National City Bank of New York has published income figures for 2,200 


corporations for the year 1950. The net 1950 profit after taxes for this sizable 
sample of American business was 82 percent greater than that of the previous 


year. 
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But for the magazine publishing industry the 1950 profits after taxes were 
actually less than they were in 1949. 

The average net profit after taxes for magazine publishers has dropped steadily 
since 1946, and in 1950 it was 4.3 percent of total gross income. If S. 1046 had 
been in effect in 1950, that profit margin would have been reduced to 2.2 percent. 

The average 1950 profit margin of 4.3 percent for the magazine industry is only 
about half the average profit reported by SEC for all United States manufactur 
ing industries. 

‘The SEC places the printing and publishing industry in sixteenth place as far 
as percentage of profit goes among the 20 major industries of the country, 


20 major industries’ profit after tares 
Profit on each 


Industry sales dollar (cents) 
Chemicals and allied products— I : . 28 
Stone, clay, and glass products ; i 10.6 
Products of petroleum and coal___- . , 9,8 
Primary nonferrous metals_ ‘ ‘ ‘ 9. T 
Motor vehicles and parts ; : ‘ 9.4 
Lumber and wood products ; 9.3 
Instruments, photo, optical, watches, clocks . _ 8. 7 
Paper and allied products_-~-—-~ Sidi seepage 8.3 
Primary iron and steel industries , ‘ 8, 2 
Machinery and transportation (except electrical ) Tam 
Electrical machinery - x eae : see 
Fabricated metal products ; 7 ie ‘ ‘ 6.8 


a oO 


Textile-mill products 
Rubber products_- ‘ , 
Tobacco manufactures 


et 


Printing and publishing (except newspapers ) . 

Miscellaneous manufacturing including ordnance 4.8 
Furniture and fixtures a ‘ 4.6 
Transportation equipment (except motor-vehicles ) 4.5 
] ood © nun ion atta ie ~ 3. 5 
All manufacturing industries : > ah 


Source: Federal Trade Commission and Securities and Exchange Commission, quarterly 
report, average, first three-quarters of 1950 

The SEC protit figure of 4.9 percent for printing and publishing includes the 
printing business, which has prospered to a much greater extent than the pub 
lishing business has. Printers have been able to increase their prices to maga- 
zine publishers and others, but the publishers have not been able to fully pass 
them on to the public. 

In 1950 the American Telephone & Telegraph Co. earned a net profit after 
taxes of 11 percent on its operation. The paper industry that sells to maga 
zines made a profit of 10 percent on its volume. The current 4.3 percent profit of 
the mazagine publishing industry is low on any valid basis of comparison. 

The 100-percent increase in postal rates proposed in S. 1046 would wipe out 
the net profits of many magazines. The magazine industry as a whole could not 
begin to absorb the increases proposed in this bill without increasing the prices 
charged to readers and advertisers in spite of current resentment against fur 
ther price increases. The effect would be a new push in the inflationary spiral, 
a drop in the volume of magazines going through the mail, and a probable reduc 
tion in profits, with a partial or near total loss of income-tax revenue from pub 
lishers to the United States Treasury. 

Perhaps the most important result would be that those who can least afford it, 
and perhaps need it most, would be deprived, as a result of higher prices, of the 
advantages of worth-while reading 

To summarize: 

I. Profits of the magazine industry have not increased during the postwar 
inflationary period as the profits of other industries have. 

Il. Magazines have not been able to pass on the full amount of their increased 
costs to readers and advertisers. 

111. Therefore, their operating profits are half of those of 1945, and there is 
no indication now that further cost increases for postage or anything else can 
be collected without a loss of volume and a further reduction of profit. 





ADJUSTMENT OF POSTAL RATES 


Obviously the publishing business can have a valid objection to a 100-percent 
increase in its postage rates at this time. 

4. Our next question is, Can the post-office deficit be materially reduced by 
improvement in methods and procedures * 

Many of us were surprised to learn that half of the post-office trucks in 1949 
were 15 years old and that in Philadelphia and some other cities some mail 
deliveries are still being nade by horse and wagon It was a real source of grati 
fication, therefore, to learn that 15,000 new trucks will soon be carrying much 
of our mail, with an expected sizable saving in upkeep. That is real progress, 
and the Postmaster General is to be congratulated. We are glad to learn that 
the Department plans to shift from railroads to trucks for mail movements within 

200-mile radius. It has been stated that the savings resulting from this 
should be several million dollars a vear. 

In 149 there was a loss of $28 million in the handling of money orders \ 
year ago the Postmaster General requested higher money-order rates. But this 
year he makes no such request. He has said that by July 1, 1951, changes in 
procedures will improve the accounting system and reduce costs Since the costs 
of handling money orders were $75 million in 1949 and the revenue was only 
$47 million, it would seem that the Postmaster General hopes the changes in pro 
cedures will cut expenses by more than 33 percent Doesn't that suggest the 
possibilities of much larger savings on an over-all basis? 

We understand that the post office is just establishing a research department 
to continuously study improved procedures and ways of saving money That is 
certainly long overdue in a business with a volume of $1,800,000,000 a year. If 
research does for the post office what it has done for most businesses, tremendous 
cost savings will result in a very few years. 

Recently, Dr. Robert Johnson stated that. if the reforms in post office proce 
dure recommended by the Hoover Commission were put into effect, there would 
be a saving of at least $150 million a year. 

Really, wouldn't it be better to put these and other improved procedures into 
effect and reduce the post-office deficit that way than to raise rates at this time 
by 100 percent Aren't big price increases for anything now contrary to nationa 
policy * 

5. The next question is, What should be regarded as the real figure of the post 
office deficit ? 

We all know that the post-office cost figures include certain charges for services 
expressly intended not to pay their ways In 1949 subsidy items, domestic and 
foreign air mail, air parcel post, et cetera, plus penalty mail and the free services, 
cost about $160 million. The Postmaster General agrees that the current deficit 
after deducting those charges is about S360 million, not 8512 million 

There are 41,000 post offices in the United States ; 19,000 of these post offices are 
located in places where less than 150 families live—places handling so little mail 
that the very high cost of each piece or each pound of mail bandled can only be 
ustified as an extension of the valuable service of the post office to all people, 
regardless of cost. 

The R. F. D represents an even more costly part of post office service Should 
the extra cost of this postal service be charged to mail users or should 
regarded as a service by the National Government to people who live ir 
areas? 

The National Association of Letter Carriers has pointed out that the Depart- 
ment of Agriculture spends more than 2 billion dollars a yvear—an amount many 
times the amount of the post office deticit. vet this expense is not referred to us a 
deficit. 

The NALC adds that the Commerce Department and the Interior Department 
each spend more than a billion dollars a year to convey information and service 
to the public, yet these expenditures are never referred to as deficits ; and 
Federal aid to State and local governments in 1949 amounted to almost v2 billior 
dollars, but this is never referred to as a deficit 

Is not the service of the post office to all the American people an equally 
justified public service ? 

6. Now we come to the Post Office Cost Ascertainment Report 

This cost analysis has been in existence since 1923. It is an apportionment 


of expenses based on arbitrary standards, and the rates charged since 1923 have 
lways had to take into consideration many factors which are not considered 
he cost-ascertainment report. 
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“DEFICITS of GOV'T. DEPARTMENTS 
$ 28 AGRICULTURE 


$ 1B COMMERCE INTERIOR 


POST 


OFFICE 
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Source: NATIONAL ASSOCIATION OF LETTER CARRIERS 


General Donaldson says that every class of mail should pay its 
are of the expense, as set forth in the cost-ascertainment report 
practice this is an absolutely unworkable policy Nobody has seriously 
proposed, for instance, that a letter delivered to an R. F. D. box should cost the 
sender D> cents, while one sent to the Waldorf Astoria should cost only 3 cents 
Yet that sort of thing is exactly what would happen if the cost-ascertainneent 
report were to be followed literally. For second-class rates this policy is equally 
unworkable. ‘This has been recognized by others who have headed the Post Office 
partment, and it should be recognized by everybody concerned with making 
make set ond-class mail pay, ! oT its out-of pocket eost, but its allocated 
necessitate postage rates for magazines and hewspapers five times as 
re now. ‘This would drive all second-class mail out of the post 
nethods of delivery and it would force thousands of smaller 
are important to their readers out of business 

ng to the Postmaster General's testimony, assume that many 
iis committee believe that second-class mail is actually causing 
S180 million loss to the United States post office. However, if all magazines 
wspapers were to stop using the post office the over-all postal deficit would 
reduced one iota and in all probability it would be greater than it now is 
is shown by a study made for publishers last vear by Price, Waterhouse & 
would like to have the text of that report included as part of this record 
The Price, Waterhouse report hows that the out-of pocket cost to the Post 
Office Department of handling second-class mail in 1949 was only S34 millfon, 

While income from the same source was S41 million 


Instead of the S1S0O millior oss shown for second-class mail in the 


ascertalnment report, there w: i surplus to the post office of S7 million 


out of-pocket eost is considerer = the real cost of 


loes not y » i the SO million figure of out of pre ket 


by the istrnaster General. We suggest that only this 
letermine what ‘correct figures ure Price, Waterhouse hes 


handling second-class mail 
at this « 
their partne ippear before this con 


ting svstem works: 


wil (le ivel les 





ADJUSTMENT OF POSTAL RATES 569 


Quite apart from the fact that on R. F. D. routes 20 percent more first-class 
pieces than second-class pleces are delivered, and, of course, receive Priority 
of service, R. EF. D. would certainly continue if no magazines at all were 
delivered. 

As far back as 1933, Acting Postmaster General Joseph C. O'Mahoney, 
the Senator, wrote to the Director of the Budget, Lewis W. Douglas: 

“6 x For the fiscal vear 1932 the allocation to second-class 
cluded more than $39 million of the $106 million expended for 
service, no part of which could have been suved if second- 
entirely withdrawn from the mails.” 

Postmaster General Frank C., Walker said in his report 

8 * * The purpose of cost ascertainment is to credit as : 


sible to each class of mail and each special service the revenue 


charge each Class of mail and each special service with its share of the exper 


ture Its inethods and figures bave been criticized I have not been satist 
personally that they should be used for rate purposes ° ' Cost ascert 
ment does not and possibly ecunnot refleet intangible factors such s degrees 
preferment in mail handling, the relative importance and economic value 


the several classes of mail or the relative priority of service 


James Farley and Robert Hannegan as Postmasters General expresse¢ 
similar point of view about the cost-ascertainment report 


Many businesses have the same problem of relating an apportionment 


expenses to the formulation of a rate structure. The differences between 1 
charged for second-class and first-class mail might well be compared to tl] 
differences between rates charged for straight telegrams and day or night letter 
The telegraph company knows that they make more money by encourag 
deferred wires of all sorts, including even birthday greetings and Easter greet 
ings, at low rates, than by having none at all. In making their rates they dis 
regard cost allocation principles and set a rate which will attract business that 
they otherwise would not get. 

On a cost allocation basis, night telephone calls would probably cost twice as 
much as day telephone calls. The rate charged is only about half as much 

The cost-ascertainment report should be considered simply as a bookkeeping 
method of allocating expenses, and nothing more. It should not be used as a 
basis for making rates. 

7. And now I should like to refer briefly and specifically to the effect of this 
proposed legislation on the magazine by which I am employed, the Reader's 
Digest. 

The Reader’s Digest paid the United States Post Office in 1950 a total of $2,- 
100,000. That is about 12 percent of our entire income from the United States 
edition of the Reader’s Digest. About $700,000 was paid for first-class mail, a 
sizable proportion of which was for post cards; $500,000 was paid for second 
class mail, and $900,000 was paid for third-class mail. 

If the postal rates are increased as specified in the bill which you are consid- 
ering, the annual cost of postage paid by the Reader's Digest, we estimate, would 
increase by something over $1,500,000 on the same volume of business. 

In the last 30 years we have been able to absorb increases in the price of 
paper, printing, and other items of cost, but no major supplier of any material 
or service has ever before hit us with a 100 percent price increase, and if he had, 
our price certainly would have had to go up. 

On the occasions where we have been presented with even a 5, 10, or 15 percent 
increase, I can assure you that it has looked mighty big to us. None of our 
suppliers has a monopoly such as the post office has, and they must consider the 
general welfare of those who purchase their materials or services. Perhaps 
that is why none has ever proposed a 100 percent price increase. 

The proposed increase in postal rates which you are now considering repre- 
sents for us a sum larger than the total net profit, before taxes, of the Reader’s 
Digest in the United States. 

Therefore, if you increase the postal rates charged to the Reader’s Digest by 
100 percent, we will have to try to pass on this increase to our readers. We 
hope that will not be necessary because we think that everyone, and our read- 
ers are no exception, consider price increases at this time us out of line with na 
tional policy. 

An article in the New York Times of April 5, 1051, quotes Charles Wilson, 
Director of Mobilization as saying, “Public reaction to price advances is now 
beginning to make itself felt * * * in the form of a falling off of sales.” 
Can you imagine the public indignation if all prices were increased 100 percent 
right now? 


83782—51 












The question has been asked: Why should Reader's Digest worry about a dou 
; s mean only an extra half cent per de 


Phat sounds like a plausil argument. But ough a half cent a copy may 

I seel Ke cel es 91 on copies, times 12 months a year, 
: St na ss postage increase of $540,000, and | assure you that though 

t Renuder’s Digest has bee! ecessful publishing venture, $540,000 is a lot of 
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Many Members of the House and Senate Post qofti Co) ittees var 
times have commented on the difficulty in the 1 e Vailuble to them from « 
duties of really getting to the heart of the coniplex problem of postal rat 


and postal methods 
Including the staff of this committee there are perhaps 20 people in tl 


Senate and pe rhaps 30 others in the House to ce i@ on full s 
and lay down policy for an organization that exten into 1 
villuge, but evel R. F. D. box in the whole U1 
more than 150,000,000 people every day 

By contrast. the New York State Public Ser e Commission. wl 
With matters affecting only one State, employs a total of oo full-time pr 
including accou ints, engimeers ind eld i spect 


HOUSE & SENATE POSTAL NEW YORK STATE 
COMMITTEES & STAFF PUBLIC SERVICE COMMISSION 


50 PEOPLI 595 PEOPLE 
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U.S. POST OFFICE N.Y. UTILITIES 


SERVING 150,000,000 PEOPLE SERVING 12,000,000 PEOPLE 
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i tl t reques I ( 
he \ id be back aguaitr sking f till higher rates tl 
Monopolies general eed reculation and the United States post office 
to be no exceptio! Don't misunderstand me, we have cordi relat s} 
with all members of the post office staff. But the United States Post Of 
Department does hive mono on the deliv first-class 
one else can engage that business 
And because of this DSQUUTe MOHnoOpoLlvy on first 
Monopoly on the deliverv of most other classes of mail. the ac tio! f wh 
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Perhaps even a better solution than the creation of a commission, however, 
has been offered in Senate Joint Resolution 60, introduced last week by eight 
members of this committee. This resolution proposes the establishment of a 
joint congressional committee to study postal rates and postal policies. We 
urge this committee to press vigorously for enactment of this measure. 

We understand that this joint committee is expected to study “What definite 
proportion of the post office service rendered to each class of mail and to each 
miujor division of each class should be considered as a service that should be 
| for Government funds and n he luded in the rates charged for 

vhat proportior r the ist of rural free delivery and the cost 
of operation of the thousands of sma 0 offices should be considered as a 
stified service the National Government to people who live in rural areas.” 

Some other hich we hope this joint committee and its advisory body 

onsider ¢ 

I. Certain kil publications in s ii-class now pay no postage or much 
less than the aver: ie per » or per pound payment of all second class. 
Should this cost be reg: as ; rvice of the Federal Government to the public 

1 tl bec part of ti . borne by other users of second- 

of the allocated expense of 
nment service to the public 
f a wide dissemination of 
‘ral interest Nagazines? 
account the degree of 
nail users, and actual out- 
as i list of the total expense? 
report of a joint « mittee, what else can be done about the 


ngress believes that the deficit cannot be cut sufficiently by reduc- 
post-office operation by improved procedures, and insists that in 
dollar income to the Lost Office must be increased by 100 or 200 
llars, then there is only one practical way to raise such a sum. And 
by massive increases in second-class postage rates. The total revenue 


ail to the United States Post Office is only $40 million a year. 


APPORTIONED EXPENSE OF HANDLING 
PERCENTAGE CHANGE 1ST CLASS MAIL 


+ 100% PERCENTAGE CHANGES OVER 1933 


+80% 
+60% 


+40 % 


PER PIECE +31% 
PER POUND + 29% 


+20% 
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No reasonable or collectible increase in second-class rates can do more than 


make a tiny dent in the Post Office deficit. 

No; the only way to materially increase the dollar income to the Post Office is 
by including an increase in first-class letter rates. First-class letter rates were 
last changed 18 years ago. During those 18 years, according to the post-office 
figures, the cost of handling first-class mail has increased 29 percent per pound 
and 81 percent per piece. 

In the light of these cost increases, it is somewhat surprising to hear the st 
ment which is often made that first-class mail pays a profit. That statement is 
based on the Post Office cost-ascertainment report with its arbitrary and unre 
istic charges to the different classes of mail. If the telephone company were in 
fluenced by the same kind of thinking, they would never raise the daytime 
phone rates but would quadruple the night rates in the foolish hope of balancil 
the budget. 

Now, if the first-class letter rates were increased by the same percentag 
the cost of handling the mail has increased during the past 18 years, the 
for letters would go from 3 cents to 4 cents, an increase of 3314 percel 


} 


neome to the Pos f 


Office for this class of mail would go up $150 1 
r classes of mail were raised at the same time by no grent 

-third, the Post Office deficit would be practically wiped out. 

\ 4-cent letter rate has already been tried—and has worked—right over 
border in Canada, For S years—since 1943—Canada bas charged 4 cents 
nonlocal first-class letters and has shown a postal surplus every year since t} 
Yet the postage rates paid by the average newspaper and magazine in Canada 
actually lower than in the United States. 

Generally speaking, the Post Oftice has shown annual so-called deficits ever 
since its founding. These deficits, however, have virtually disappeared during 
periods of intensive mobilization, when more letters are being written between 
home and camp, when families are sending packages to their boys in service, and 
when all activity is at a high level. 

In the last 50 years, the Post Office Department had a deficit every year except 
nine. There were surpluses in 1913, 1914, 1916, 1917, 191S, and 1919; then in 
1945, 1944, and 1945. 


U.S. POST OFFICE 
SURPLUS - SEFISIT 
SHOWN AS PERCENTAGES OF AUDITED POSTAL REVENUES 
1915 - 1949 
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The one characteristic those years have in common is that they were times 
of war economies. The over-all post office deficit is less in 1950 than in TH49, 
and the deficit is also less for the classes of mail where there was no rate inerease 

Is it not possible, therefore, that the post-office deficit for the coming year 
as we seek by increasing our armed strength and productivity to stave off what 
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ill continue to fall. 
nhower and General Bradley are right when they tell us that 


tatus between peace and War liay well last for Inany years, 
{ 
I 


be the most catastrophic war in history, w 


} 


deticits may continue 
‘rhaps this provides a unique opportunity * further study by the proposed 
mimittee leading to a long-t D lutiolr * the whole post office problem. 


uuld stimulate the installation of ll proved procedures that 


o decline 


It should hel he I s ‘tine more clearly the service 


the value to the country 


office 
» publ ¢ to subscribe for 

We believe that 

» those of limited 


l-informed through 


ate for publi 
as LOO per 


} 


Liv urge vou 
1 1 
ne cannot he here, 


asstune that we will 


MAN. The \ SS ]S > Elizabeth A. Smart. of 


\W nN f i)! i] I) ‘Pahre [ Hon 


=MENT OF MISS ELIZABETH A. SMART, NATIONAL WOMAN'S 
CHRISTIAN TEMPERANCE UNION 


ian and gentlemen, IT am Miss Elizabeth 
100 Marvland Avenue NE., Washington, 
National Woman's Christian ‘Temper- 


prov ns of this bill applying 
lassification wh hy includes 
mportance to a free peo 
Institutions can grow up 
ve have freedom of the press, 

iat freedom of the 

“a free press 

k of oul population, 

ional circulation may 

ratly 1} creased Costs of 

their postal rates. But 

» often of the most vital Importance 

a il] not be able to stand this increase. 
apers, scientific and educational pub 
ave a limited circulation because they 
opportunity to obtain the benefit of 
the oreatest laportance to our 

And among this group are our 
ic information regarding nat 
nel Kling teachers in both 

and the youth of our land, 


to this questiol] of second-class mail rates. 

he genel il public. Increased postal] rates have 
hcreast d cost of these publications to the public, Our 
nstance, circulates largely out in what I believe you 
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Members of Congress refer to as “the grass roots.” That means that 
the Vy go to the sparsely settled regions of the West, into small farm 
Py and the homes of small-business men and wage earners who are 
from being in the top wage earning brackets. ‘These homes are 

nites feeling the pinch of inflation. Their dollars have Lo be 
stretched to a point where even $1 seems like a very large sum. We 
have subsidized and are subsidizing our papers but there comes a 
point where $1 membership dues cannot be stretched further. 

Papers like ours and the religious papers are the foundations on 
which these homes are buile ling the character of America’s future 
citizens. Presidents of the United States and other leaders of Ameri 
can life, in statesmanship, in industry, in education, have come o1 
of our youth groups and out of homes where our papers are an 
mate : and valued part of the family life. 

kee urge you stro! gly not to de ‘prive the women who are trying 
rear future citizens who will bring contributions of value to our coun 
we ol these tools for the accomplishment of their tasks. If you must 
raise second-class postal rates, we urge you at least to include exem p 
tions for this class of publications. 

And since | had that mimeographed, it came to m Vy attention that 
this wrt contains another provision for a certain increase of postage 
by putting a certain percentage, Not less than one-e leh th of 1 cent 


r tO 


i 


On ae madi vidually acd lressed copy and that Is the particular pro 

vision to which IT was ob gty before in principle, particularly, and 
also, because the previous bill carried a very definitely impossib le sum. 

Many of our papers are just 4-page papers, small in size. At the 
pound rate, of course, a good many of those come for one cent, but if 
you put a definite rate on each one of those papers vou see that the 
increase to us goes up very, very greatly and makes it very difficult for 
these small State papers to carry on. 

‘| he CHLAIRM AN. oge oe keep 1 with the | ills we had be fore us 1n 
1949 and 1950, that is. ' House bill, the one that passed the House ? 

Miss SMart. Yes, I ee about. that. 

The Cnamrman. And the one that was reported out of the Senate 
committee ¢ 

Miss Smarr. Yes 

The Cuatrman. Did the provisions of those bills meet with 
suggestion that you are making at this particular time? 

Miss SMart. Well, I am ashamed to say that I have forgotten. I 
think they did not eliminate that one elehth of 1 cent per piece rate 
from the House bill. [am not sure. 

Mr. Latimer. It wes retained. 

The CHarMan. Are there any questions $ 

Senator Cartson. As a new member of this committee, Miss Smart, 
I do appreciate your coming in again. T have no doubt that you have 
appeared before this committee before, but I was so pleased to have 
your testimony this morning. In the State of Kansas, you have an 
outstanding Woman's Christian Temperance Union organization, 
composed of very fine women and very well organized. 

Miss Smarr. Thank you. 

Senator Butter. Do you publish State papers ? 

Miss Smart. We have papers in practically every State of the 
Union. We have the Union Signal. the national publication, in 
which we get first-hand source information on different subjects. 
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For instance, we get material from the Federal Bureau of Narcotics 
when we are publishing information on narcotics. 

We get people who are outstanding in the problems of alcohol to 
write articles on aleohol. We have things from experts on children, 
and that sort of thing. 

It is valuable information for the use of our organization and the 
teachers and members of the general public. 

Then we have besides that a youth publication called The Young 
Crusader, which in an attractive form to childhood warns youth and 
children of the dangers of alcohol. That is very much treasured in 
homes. They send it to friends, and so on. 

And ther in — State, with the exception of a few States which 
are not able to do it, they publish the little State paper which takes 
transcripts f this ee ition to the membership of the States and 
kee ps the State me smber — in touch with one another with building 
up different phases of aleohol education and other things of interest 
to the organization, kee let it alive. 

The Cuarrman. I believe you made reference to your papers being 

/ 


orass root or rural routes ¢ 


d stributed in a lot of instances back in 

Miss Smart. That is right. 

The CHamman. I guess you find, too, that you get better results 
there ? 

Miss Smarr. Well, ves. They have fewer distractions. People 
think more vividly and individually in the grass roots, Senator. I 
think you are quite right 

The CHAIRMAN. I do not know W hv it is, but I find that the opposi- 
tion forces are generally stronger closer to the water. I do not know 


‘whether that is because they are wet or not. You will find that you 
have more opposition close to the water. 
| am speaking of the oreat oceans. I do not know why it is true. 


Miss Smarr. Of course, that is the place where you get away from 
the American life, Senator. ! of our prob! lems here, you see, 
is the importation of foreign ns. One of our big problems in 
having this Nation decide against the use of aleohol was the fact that 
over across the water where thev do not have what we are told we are 
Too proud of. Ame} ican plumbing, Vo have ( ontaminated water SVS 
tems. Nations have lived on alcoholic beverages until they have 
acquired a degree of tolerance. 

For instance, the French doctors are now up in arms. They say 
that every Frenchman is a little drunk. 

During the period of the war they were forced to curtail the use 
of alcohol, and the death rates dropped tremendously, and it startled 
the medical profession ot Fra Ce. And they, of course, blame their 
defeat in the last war to national dege ‘neration. 

Well, you see where you get the seaports you are in contact with 
people’s thinking abroad more. And their thinking is that alcohol is 
just a necessity of life. 

When you get into the interior, we are carrying out the American 
tradition which is based on our better conveniences and our higher 
standards, and we do not accept that fault. 

The Cnatrman. I know that in my State, just to give you an illus- 
tration, all of the coastal towns vote 4 or 5 to 1 as a usual thing for it. 
You get back into the Piedmont section and they vote 4 or 5 to 1 
against it. 
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Miss Smarr. I think that is generally true. 

In New York City, for instance, although you have a very large 
dry population, I once ran on a ticket for Congress, at large, and got 
25,000 votes in the New York area; but that. of course, is a very small 
proportion of the New York City area. And you do have th 
large foreign population that has its own traditions 
completely become absorbed into Americat an 
problems of New York State. 

The CHatrmMan. I am a teetotaler and 
and with your organization. 

Senator Burier. I am not a teetotaler 
member of your organization. 

Phe Cuamman. Are there any other questions? 

Mr. Latrver. There have been certain amendments. Mi 
sta es in both second and third class that wo vive prefer 
er fo nonpre fit organizatio “ Are tll of the or@ar Za 

“a ch you are interested - ‘finitely non profit ; 

Miss Smarr. Yes. Our papers are run by an organizati 
are subsidizing them. We are not charging our membership. 
State papers are included in the dues, as most organizations do, : 
the cost of the pay per bears no relation to what we cet for it. —E] 
Is not profit at all. 

We do come 1) under the third class because we do ship out literati 
You see, we have a publications office. We have made } 
publication of information about alcohol which would not ordinaril 
be available to the re e. Our publishing house, of course, is affected 
DY this increase in third-class rates. 

The CiarrMan. ae there any other quest vad We are certainly 
elad to have had you come before us this morning. 

Miss Smarr. Thank you. 

The CratrMan. We will next hear from Mr. 
vice president of the C. & D. Co., Grand Rapids, Mich 


| 
JOSS! 


STATEMENT OF CHARLES J. BROOKS, VICE PRESIDENT, THE C. ¢ 
CO., OF GRAND RAPIDS, MICH. 


Mr. Brooks. a Chairman, my name is Charles J. Brooks. 
vice pre sident of the C. & D. Co., Grand Rapids, Mich. 

Senator Cartson. Does that stand for “cash and delivery” or “* 
and carry” é 

Mr. Brooks. No: hat is the name of the founders of our company. 
It stands for the ae he of our company, Mr. Clements and Mr. 
Degraf. 

My company is a small company and has become smaller since the 
Janu: ary 1, 1949, increases in postal rates became effective. But we are 
still the second largest users of the mails in Grand Rapids, addi ng 3 
little over S100,000 a vear to the revenue of our post otfice in tl 
direct postage payments we make. We have been in business for 39 
vears, selling dresses, lingerie, underwear, and hosiery direct to the 
consumer throughout the United States. Our business is done entire ly 
through the mails. We use practically every service provided by the 
post office in first, third, and fourth « ‘lass and special services, 

In considering what another increase in postal rates would do to 
our business, and there are thousands of other companies like our own, 
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we now have factual informetion of the effect that January 1, 1949, 
rate increases produced. We believe that this factual information 
will prove most impressive. 

Our 39-year-old business had been progressing satisfactorily until 
January 1,1949. Very good year-to-year sales 


Vallis had been secured 
in November and December of 1948, ind 


licating that our merchandise 
ind general business procedures were sound. Then on Janu- 
irv 1, 1949, postal rate wv 


values 


i 


creases became effective. CaUusinyg postal 
charges to our customers to amount to almost 10 percent of tl 


le Value 
of the merchandise they had ordered. 


Qur previous vear-to-year sa ns were converted into sales 
losses durit rt e first -> mot t | he Wirates Were In effect ind have 
led to recover during the last 2 years, as indicated by the following 
Information: 


Orders received during first 3 months of each vear: 1945, 61,122 
orders: + be 971963 orders, dow) » percent = ( ye orders, down 
Y? 2? percent from 1948: 1951. 50.857 orders, wh 16. ‘reent from 


Q4g 


During the first quarter of 1949 consumer re; nee to increased 


nerenase develoy t ad furthe i> the Vear 


rates developed at once, b 


progressed, 
| - 


me of our retail business to drop 
20 percent in 14) ¢ mp | with 1948. In 1950 the number of 
customers who bought from us dropped 22.2 percent as compared with 
1948. The drop only amounted to 16.7 percent during the first quarter 

Is year on the same basis. Some improvements in 
iles developed during the | ialf of 1950 and the first quarter 
toour having entered an 1 MavwIOoOnary era. 
f Increased rates upon ani ual dollar volume Our ree 
last year of operation under the old rates and the first 2 


il produ the follow hg comparisons : L948, 


rate 
(.4435, le ( nA percent 5 1950), SLSZOYOBO, 


hs pound, 2 ounces and 
‘ sh pPments are made almost 
namely, 82.51 to $5, $5.01 
o. d. sh pments for amounts 

for amounts of more than $15. 
hy the January 1, 1949, rate in 
ad a terrific impact upo i business: also, why the proposed 
lly impossible to continue conducting our 

wide basis: 


llow 
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Average shipment weighing 1 pound 2 ounces to fourth zone 


$2.51 to $5 $ $10 $ t 
I l rat prior 49 

Pa 1- Lp ¢ % 

( ‘ 

M rat 

lotal 

Post y 1 

} 

ig 

( 

\1 
I i? ’ r 
Pr 

| ¢ 
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{ 

\ 

\ ' 

| 

li 

Parce t ) 
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I realize that the use of those figures is slightly irregular, b ; 
rates proposed hefore the Congress will COLTTeSs} ond to that. I beheve 

We also send style illustrations and sales bulletins to our salespeopl 
by third class mal. Many ot these mallings welgh less than 1 ounce 
Under this bill the cost of making these mailing: would inerea 
exactly 100 percent. 


Our customers and salespeople have consiste) thy COM) } lained about 
the 1] creased rates, Ii has how been 2% vears al d 3 months since thi 


January 1, 1949, rates became effective. Our sales dropped 20 pet 
cent in 1949 and, in spite of all our efforts to improve them, remain 
at that level during 1950 and@ are still down 16.7 percent durmg 
first quarter of 1951. Logically sales could have been expected to 
rise during 1949 and 1950, along with the national income, just 
sales normally drop when the national income drops. 

Should there be further increases 1n postal rates, therefore, it s 
reasonable to beheve that om volume ot sales and shipments will drop 
sharply evel tho lah the national income continues to rise, Shoul 
rates be raised and our Nation experience even a moderate economi 
recession, certainly Oul business losses will accelerate and ow par 
ments to the post offi e be sharply reduced, Thousands ot othe COI 
panies are in an identical position. 

Will higher postal rates produce an increase in government revenue ¢ 

Statements of post office officials indicate the belief that the pro 
posed higher rates will produce a corresponding increase in post-oftice 
receipts. But American business history proves that raising the cost 
of a product or service automatically reduces the number of people 
who can pay for it. The January 1, 1949, postal rate increases did 
not produce ih ¢ orresponding Increase in the amount we paid our post 
office. In 1949 the increased rates caused our postal payments to 
amount to $103,959.52, against payments of $100,846.27 in 1949, an 
increase of less than 4 percent. In 1950 our postal payments amounted 
to $108,151.45, less than an 8-percent increase over 1948. 
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While our total dollar volume was down 20 percent and remained 
down 20 percent, the dollar value of our average shipment declined, 


} 


) that our postage ae were higher in 1950 than they were in 1949. 
— from profits of $21,593.85 in 1948 we dropped to a loss of $9,- 
Instead of E pa ing 85.500 in Federal taxes in 1949, as 

8. we filed a claim a rene of $1,500, making a dif- 

in tax revenue to the Government. The loss of tax 

he inereased revenue from postage amounted to a net 

3.686.95 in over all Government income from our little 

here were addit ial income-tax losses as a result of our 

"13 peophk » of the decline in sales volume. We 

| a further drop of em- 

iIncome-tax pay 


nh adjustments, by reducing the number - our 

ys < id economizing in every other wa that 

We hope to be at ble to continue our + aan 
‘urther rigid e ‘onomics. - 

cate quite eviden tly, however, that the Janu: ry :. 

| postal rates impert| ed our business and that any 

ates may result in the extinction of my company 

ier smal] companies. 


, 
i 
1 
} 
i 


ands of ot 

total number of c. o. d. shipments made in 1950 was down from 
00 to 69,000,000 in 1950, a drop of 10,000,000 parcels. 

believe that increases required are unsound for other reasons. 

is ee to accurately and fairly compute costs of post- 

Se] S ‘r its cost-ascertainment system because 

M: iny of the operations of the post office are maintained purely 

lic service. Accepting at face value the cost-allocation data 

by the Post Office Department, it appears that on the first- 

e, for « Xi mpl e, post offices located in the big cities, the 

partment mai de an operating profit of over $323,000,000 

vear 1948. Its deficits apparently arose from the collec- 

ibution of mail through the 39,500 post offices in groups 

These latter post offices are in rural areas, in which they 

prospect of generating enough mail to pay for their upkeep. 


post oflice were operating on business principles, these post 


would never have been opened; or, if opened and proved losing, 
would have been shut down again. They owe their existence to 


‘Post Office Department is by statute at least in part a 


these 39,500 small post offices is vital to the 

| communities involved and the welfare of our 

ed by them, or in carrying mail to and from 

n. sn Porm the 3 is of consider: ation of post al revenues and 

expenditures any more than the deficits caused by franking privileges 

or other free =ery ices should. The bulk ot the opers iting costs ot these 

sands of mall post offices should | e charged to public serv ice since 

were initiated and maintained for the benefit of rural agricultural 

hout any pretense of commercial profitability. While 

Li gy these tens of thousands of unprofitable r. f. d. 

routes must be considered a part of post-office expenditures, can these 

loss operations be fairly included in the determination of postal rates 
in areas where the 1948 rates produced profits ? 
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2. Raising rates or prices is economically unsound for the operatio1 
of a business. Under our American system of free enterprise mo 
businesses, when faced with rising costs, find it necessary to increas 
efficiency and cut costs. A Washington, D. C., February 24, 1951, 
Associated Press release stated, in part: 


A former Chief Inspector of the Post Office Department criticized Depart 
management today and said, “It is on Weak ground in trying to convince any 
that postal rates should be substantially increased. James J. Doran, wh« 
tired last October 1 after 44 years in the mail service, also challenged the Depat 
ment’s action last April in cutting back service in the name of economy. 

When the cuts were made, he said, the Department had data from which it 
could have made major operational changes to reduce expenses and thus 
away with any possible need for service cut-backs 

Doran was the Department’s Chief Inspector between 1945 and 1949, when 
he was named Director of Budget and Planning. He served for a brief p 
last vear as Director of Rates before his voluntary retirement 


Doran said about 94 percent of the Nation’s 41,000 pos ff 3, locate 
smaller Communities and having small receipts, * avs have and 
require subsidy. This, he contended, is justific d | the essent 
perforn 
Congress never can be expected to hike rates sufficiently to ¢ 
deficit in these district (small) offices and it should not attempt to do so, De 


declared, 


There was a report issued which report showed a wide variance in 
the cost of performing some services in 20 largest post offices. The cost 


of the most expensive offices for handling first-class mail was 


percent greater than the most economical post office, whi . 
by Mr. Doran. Ile questioned the fairness of using cost-ascertainn 
studies by the Department for rate making purpose 

3. To again raise postal rates would be economically unsound foi 
our country as a whole. From the national viewpoint, perhaps the 


direct selling, is not very important from the standpoint of employ 
ment and national income at this time. From tl 
perhaps thousands of other companies, usin 


welfare of more than 3.000 small companies, like my own, engaged 


we same standpo! 
third- and/or fourt! 


class mail, in the operations of their businesses. are unimportant 


alt 


co 


I imply no disrespect in making that statement. I am considering 
our mobilization effort and the fact that a few thousand small con 
panies, if they were out of the pl ture today, the people would still tind 
employment and the national income would still be high. 

Senator Cartson. How many employees do you use ? 

Mr. Brooks. We have 78 at the present time. 

But will these thousands of companies, their tens of thousands of 
employees and millions of customers be so unimportant to our national 
economic picture, in future normal times, that we can now partly o1 
entirely abolish them for an increased annual Post Office revenue of 
$162.000.000 4 


There may have been an incomplete answer that I made to you 


l l . } } } 
question, because We Dave over LU0.000 COlmmiissioned sales p opie li 
1 k 
agerive 1M1pot nit income. Lal Of | lem are part Lune WOrk 5. 
, { | , dias : “38 as ; o 
full tne Workers, Maly Wile { port their families selling our me} 
: i 
} } . 2 - 
Chand e@ on a Comlhiissiol 1) =. ll acdcditiol to 1 r ia peopt oul 
re ; I 
home office who are ect el ver 
11 ’ ’ 
sel tor ¢ \RESON ‘i th } ( | Y% 
COMDANV 1 epresentya oO] P A) Syl ¢ } ( I 


men tione ra| 
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Mr. Brooxs. \ es. sir: that is correct. 
4. To raise postal rates would increase the cost of doing business, 
time when prices on most products and commodities are frozen. 
‘my company’s prices are frozen and yet these increased rates 
substant I; | to our costs of doing business. If Congress 
ites, therefore, its action would be diametrically 

1e all over Government effort to hold prices in line. 

I any item in our line. I do 


ry ices be recognized 
other Government 


vith no direct income 


the fiseal vears 


the departments 


i del uJ Gover! ment serves 
| 


is qdoes the Post Ottfice 


a great public 
land social activities 
as expanded beyond 

t to be self-sustaining 

‘rvices unproftitably to 
would otherwise be 


Mme rate-makiIng powers be delegvated 
De partment. Since the welfare of 
uld be adversely affected, if unwise 


plead that all postal rate-making 


of administrative workers would 
efh leney by cutting costs. Or, if 
war with administrative works in 
ite-making power could be used to 
regardless of the public’s need for 


members of the committee, 
In post il rates and that all 


ied by Congress. In no 


eontinue to serve 


uu. to express ou 
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Senator Cartson (presiding). Senator Butler, do you have some 


questions ¢ 
Senator Butter. You said that the c. o. d. packages 
from 79 million to 69 million 
Mi. Brooks. Yes, sir. 
Senator Buriter. From 1949 on, per year 
Mr. Brooks. 1949 to 1950. ¥ . that infor 
the National Couneil ik let understal 
records of this com e . the drop Was 
to 69 million 
senutol Bt 
Mr. Brooks. Since 
Mr. WENTZEL. -It 
Mr. Brooks. It 
Senator Burier. ‘ the rural peopl 
Mr. Brooks. Yes, sir. It has since grow) 
ie to the Americat 
Senator Carison, Mr. 


publ : 
Brooks. ] note by yvour tate 
are particularly imterested in the parcel post postage, tl 


and the money order fee 
Mor. Brooks. Yes, sir, Senator ¢ arlson. Lhasat could Wi 


pany und every company that has been developed, and there are more 


than 3.000, that rely upon the mails for the distribution 
dise. 

At the present time the total costs. postage, ¢. 0. ad. ; 
fees approximate or amount to more than 10 
the merchandise 

Senator Carnson. [ appreciate very much 
sure it will be very helpful to the commit 
into this problem. 

We thank you very mit h, Mr. Brooks. 

Mr. Brooks. Thank you. 


Mr. Larimer. May I ask the witness the usual question 


been propow ded to the Withesses: If >. LO46 to be reported. ado ve 


have amendments on ai V section to suggest ‘ You do 
submit them now. 

Mr. Brooks. Could ] Say, possibly ¢ 

Mr. Latimer. Yes, sir. 

Senator Carnson. Our next witness, [ understan: 
Miss May Vander Pyle present ? 


If not, we will stand adjourned. 


t 
ert 


it ( 


| 
“eCK OU] 


ol 


} 


mere! 


thea 


hot 


( Whereupon, at 12 noon, the committee adjourned, to reconve!l 


Tuesday, April 24, 1951, at 10 a. m.) 
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TUESDAY, APRIL 24, 1951 


Unirep STares SENATE, 
COMMITTEE ON Post Orfricre AND CrviL Servi 
Washington. 
hee committee met, pursuant to adjournment, at 10 a. m. in 
135, Senate Office Building, Senator Olin D. Johnston (chairman 
presiding. 
Present: Senators Johnston (chairman). Pastore, Underwood, 
Monroney, Langer, Carlson, Dirksen, and Butler of Maryland. 
Also present: J. Austin Latimer, chief clerk and counsel: and 
Nelson B. Wentzel, Deputy Assistant Postmaster General. 
Senator LANG! R (presiding). The meeting Ww ill come to order. 
Congressman McCarthy, will you come forward, please / 


STATEMENT OF HON. EUGENE J. McCARTHY, A REPRESENTATIVE 
IN CONGRESS FROM THE FOURTH DISTRICT OF THE STATE OF 
MINNESOTA 


Mr. McCarruy. Mr. Chairman and members of the committee. I 
am Eugene J. McCarthy, Member of the House of Representatives 
from the Fourth District of Minnesota. | appreciate the courtesy 
of this committee in permitting me to speak briefly this mornin 
the question of postal rates on books. 

During the Eighty-first Congress I was a member of the House 
Committee on Post Office and Civil Service, which held extensive 
hearings on the que stion of post al-rate revision. 

As you may recall, in the postal-rate bill which eventually passed 

. House of Re -presentatives last year, no increase In postage rates 
for books was recommended, 

When this bill was under debate, I offered an amendment whi 
had as its purpose the elimination of the present inequity betwee 1 the 
ostage rates on books and the rate on similar material which is cat 
ied in magazines and periodicals, which are carried as aaa class 
matter. 

As you know, under the existing rate structure, a flat rate of 1! 
cents per pound is charged for e: arrying the reading material in m 
ines and newspapers, Which are included in the second-cla 

The cost of sending the same material through the mails in book 
form is 8 cents for the first pound and 4 cents for e eh succeed v 
pol ind despite the fact that the cost to the post office of handling 
books is only two-thirds as much as handling second-class matter 

Under this particular rate structure, it would cost 8 cents t 
i aad book through the mail, whereas if the same bool 


r QO] 


‘ 
— 


? 
i 
? 
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were sold to a magazine publisher and distributed in magazine form it 


would cost only 114 cents per pound. 

Ordinarily, ot course, the magazine forms of such books are 
abridged and consequently do not communicate the same fullness of 
truth or completeness of fact that the original book form contains. 
For that reason I feel that, if you are going to subsidize either of these 
TOormns certainly the preference should be wivell to that form which is 
ost complete and conta 

It is my opinion that the book is 
does 2X omplish this purpose most fi lly and that therefore it should 
of written communication 


ns the fuller presentatiol of the facts. 
a form of communication which 


recelve preference above any other form 


the determination of our postage rates. 
It} mk that we will all agree here that the determination of rates 
resulting from these present hearings and the possible action of the 
House and the Senate will not be the fin: 


1 
tt 
il 


determination of postage 
and adjustments will un 


rates and that subsequent rate 


hearings 


doubtedly take place in the future. 
Because of this | be] eve that books shoul be taken out of the parcel 


lassification, which is a merchandise classification, and placed in 
Is concerned with communications. I think it should go 


e COMMubICcatlion classification, or second class, so that 


, determination or a mod fie ation of rates on this class may 


me up we will have them in that category, So that whatever change 
d willapply toa 

the determination of 

»at the present time, to the determination of the 


neral or his recommendation to the Interstate Commerce 
This is something which is, I say, pregnant with public 
estion of rates on communications, and that the Con 


he United States for that reason should make the determina 


forms of Communications. 
rates on communications should 


I am sure that vou have heard testimony or know the position of 
iucatio al al d academic organizations of the country. I 


had direct communication from any number of librarians of 
r universities in the country saving that their budget is so tight 
would appear to us as an insignificant item in the way 


. that they think it will very seriously interfere with 


particularly of the librarian of Cornell University, 


whom I heard from recently and whom I know personally. 


So in conclusion ] should like to make these two recommendations 
regard to the rates on books: 


F rst, they 
Second, the rate which is 


> should be reclassified into second class: and 

} mposed upon them should be the same 
the reading material in magazines and 
which re currently classified as second-class 


( 
il t 


iS That which 1S mposed on 
+} ; ] 
oO eT Del odi tis 
material. 

(re thereat 1estions vou would 
Ve are certainly glad to have vou come before us. 


1 


ike to ask? 


Phe CHAIRMAN. 
\re there at Vv questions by any members of the committee 7 
Mr. Larmer. I would like to ask Mr. McCarthy this question: Th 
mend: ou, of course, only have reference to the 
ne part if there is anv advertising in the book 
mld carry a highe .: isn't that correct ? 
McCartuy. That is right; if it is significant to a point where it 
vorth 1 ing the rate. In most cases all you have is the 


} 
pe wi 


UX } 
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flvleaf, but if there is any significant advertising material then 
should ¢ arry the advertising rate. 

Thank you very much, Mr. Chairman. 

The CHarrMan. We appreciate vour testimony, Congressman 

Mr. McCarruy. Thank you. 

Senator LANGER (presiding). Mr. Fuller, will you come forwal 
please. 


STATEMENT OF WALTER D. FULLER, CHAIRMAN, THE CURTIS 
PUBLISHING CO.; ACCOMPANIED BY W. D. PALMER, CHAIRMAN 
OF THE NATIONAL ASSOCIATION OF TRAFFIC COMMITTEES 


Senator Lancer. All right. Mr. Fuller. I believe you have a 
mient here ? , 

Mr. Fuuuer. Yes, sir. 

Senator LANGER. I W I] save vou the trouble of reading it. 
the only one here, and J will read it. I have a COPY of it he 
Phere is no use having vou go through the laborious task of reading 
it. You can file a copy: and we will have it printed in the record 
and see that every senator gets a COPY of it. You will attend to that. 
sir é 

Mr. Larimer. Yes, sir: tomorrow morning each Senator 
acopy of it on his desk. 

Senator Lancer. Then I will not have Mr. Fuller go to the trouble 
of reading it here, 

Is there any other statement that you care to make? 

that your full wri tten statement will appear in the record. 

Mr. Fuuuer. Yes, si 

On page 2 of the statement I have said. and I am just quoting one 
paragraph of it: 


VW 


The opportunity to reduce unit costs is great 
accomplished through flexibility in transportation 
ment and introduction of labor-saving machinery, through 
greater volume of mail, through work-simplification methods, 
are the Ways by which modern industry has met the prol 
costs in recent years. They are wide open to the post office 


rr) 
MemMS Of 


Now, | woul | like to comment on those particular matters, because 
I think the by might be ve ry he Ipful i in thes ap proac h that we are making, 
particularly the ap yproach that might be made if Resolution 60 
adopted, and that is the appointment of a commission to study th 
whole matter. 

For that reason I have asked Mr. Palmer, who is not only the head of 
the traffic committee but who is also chairman of the National Asso 
ciation of Traflic Committees, to talk to us very briefly about the 
economy that might result through improvement in trafic measures. 

The CuairmMan. Take as much time as you want. 

Mr. Pauaer. I would like to offer a few observations, particul: uly 
on the tr: ansport: ition prob le ms of the De ‘partme nt» because most of the 
transportation men employed by private industry cannot understand 
why the Department has not taken advantage of other 
transport: ation outside the railroads. 

I would like to direct my remarks principally to the handling of 
second-class mail which we are interested in here this 


means of 


Morning. 

Now, the publishes s make, ina small way, the same distribution 
the Post Office Department makes in a larger way. By that I mear 
we must get our coples to every town and hamlet in the country out 


side the mails every week, and in performing that operation we do not 
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concentrate our transportation entirely with the railroads. We use 
every available means of transportation, and particularly I would like 
to talk to the pot of the use of trucks, because trucks offer quick 
service, usually lower rates. and better delivery. 
Now, as far back as December of 1947 we offered the committee, 
wh ch was ther ead Ly) Mr. Rees in the House, a staement of a 
number of our s) tions. 


l am hap iV that some of tl have been adopted, put only 


] 
nt hy 


Phe first suggestion that we made was that we believed a man capable 
idl be appointed as Assistant Post- 


iVZIng transportation shot 


reneral, with auth because it is the 


to make changes, 
ch we believe has prevented 
‘ansportation in the past. 
It was done last August. 
irted to out] ne the use of 
and just recently Mr. Red 
| he opera 


economy 


’ of { rucks in send- 


sult nan economy 


vear. 
ere tremendous savings are 


- on a national basis. J do 


“dt Ol 
ld be diverted from the railroads 
analogy of what we do. As an 


ighout a State, let us just pick 


an 
ve somebody vo In there and investigate 


>» one that is suitable to 


ically mall serv 
examples of what we feel the 
r the difference in cost. 
fy and we send our « opi Ss to 
nt anda half a pound, 
ck them over there for 


Office Department has started recently 


tnev are oO} lv ~AVInNGE 1Y14 cents for it. 
y paying 2 


assuming for the 


Sc to { hicago, 


ntain 50 percent advertising, we 


) 


ivo for $500. If we were to use the 


if we were to send 50,000 pounds 


5 ) pounds to San Francisco. 
A 


ivy 
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By that I mean this: If we were to mail 100 bags in Philadelphia t 
San rane isco, there is no assurance that those 100 | ags Would arrive 
there at one time. ‘They might arrive over a period of 3 or 4 days 
Now. if we send those DY freight, they arrive ali at onet 
an make our distribution all at one time at a lower cost. 
Now, voIng bac k for a moment to when the zone postal rates 


established, practicality all of your business a e rate was in etle 


before that time, the rate which was in effect before that time, was i 
the United States ma I. 

Sienena rates were established on a four-step basis over 4 ve 

We immediately beg ill to ci vert each year O il of the ma l b 

tantial amount of our tonnage, with the result that today we have 6 

percent of it out of the mails at present rates, and I w iv te 
that if there is any sul stantial increase in rates we will divert a still 
larger amount. We ll have to take a considerable “bo on ot 
remamader that is led the mails And for t r 
conducting some experiments in making hand deliveries in ab 
expe rimental cities. 

This ha two advantages to us: In the first } we ibis a lowell - 
portation cost, and n the second place we can combine « l el 
eperations with the delivery operation and save consider ible mone 

Now. I might say to you, to give you a direct exampt of that. Th 
ton, N. J.., where we are conduct ng that type ol experiment, Wep 5 
if we send the copies by mail, a cent and a half a pound, or a dollar and 
a half a hundred. 

When we send them up there by truck we pay two-tenths of a 
or 20 cents a hundred, to vet them there. So we Liready have a ditie: 
ence of 1.5 cents on a copy to get it as far as ‘Trenton. 

Phat Same Thing 1s true at the other pol ts. Our trai sporta on to 
Trenton by mail is seven times what it is by track ler pres 





bates, 
lo Rea dine, wW hie re we are also condueti yr al eApel ment. 
tO) cents a hundred to get our copies there against a ma 


cent anda half a poun d ora dollar and a half a hundred 


Now, [ simply point that out to you, Senator, because we have b 
conducting a lot of experiments there that would seem to be worth 
while extending, and as a matter of fact it would be almost necessary 
for us to extend it if there is any appreciable increase made in 1 
rates, 


Now, to my simple mind, transportation companies outside of the 
mails exist pt rincipally through competitive factors and also volume. 

Now, the p urpose of post: al rates that have been put in In the last 
t years—or I should say the effect of the postal rates that have been 
put in in the last | yonre-hia is been to drive aereee out of the mail, 
leaving you with the worst part of distributi 

There is only one beenapenh ation company, “if we can consider the 
post office in that lieht, that charges the same amount for a pound 
as the \ do for 100,000 coe We have rates, volume rates, whereby 
if we use a pound or if we use 100,000 pounds in comparing them, 
the rate is about canted or one-fourth applying on 100,000-pound 
lots of what it would be applying to a pound lot. 

But there is no such differential in the post office at all. 

Now, I earn my living by watching transportation costs. I am 
bound to say to you gentlemen that if rates are advanced I will imme- 
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diately start to figure how I can do it cheaper, and I have done that 
in the past, and each time I have been able to do it. 

Il am not trying to cast any reflection upon the Post Office Depart- 
ment, but each time I have done it I get a better delivery, a quicker 
delivery, and I pay less for it. 

Now, I would just for a moment—— 

Senator Pasrore. Would you be good enough to give us an example 
OT that é 
Mr. Pauaer. I gave vou an example of that a few minutes ago, 
Senator, when | was speaking abou New Y ork. 

US follow ad plece of mail or, rather, a sac k of 100 pounds 
ail, and then I will compare that with what 


he first thing we must do is to put 
nd, unnecessary. I will speak 


we have to take it about 25 
vy mail platform—that is, 25 blocks away from 
Is iv to vou t} ere, and this is local, that the lac k 
hat nt for the delivery of mail, all of our mail 
a hole, a chute there, that is about 4 feet square, where 
onto a conveyor after a drop of about 7 feet, it eventually 
ng platform, where it is sorted out and is put on the 
take) nto a railroad car and loaded. 
sent to New York, where it comes out of that car, and 
goes over a series of chutes until it eventually arrives at the 
ire going to distribute it. 
» tO Say also that 1 making that delivery to that 
a the congestion 1S so oTreat, and it is only 2d 
plant. that I ean take copies to New York quicker 
m on the railw L\ mad platform n Philadelphia. 
nours to New York. 
I deliver to the railway mail platform, after going 
lly lands there the next day. We 
», which we do not always do. 
ier side of that picture: If we are voiIng 
York. first, I don’t put the copies in bags 
at all. uply load them in standard bundles. and we load them 

paper wray] p 

The CaarrMan. I wonder if we may interrupt you at this moment, 
for a just a few moments, please. , 

Mr. Parmer. Certainly. 

Discussion off the record.) 

The CHarmman. You may proceed, sir. We are sorry for the 
interruption. : 

Mr. Fourier. Mr. Chairman. when Senator Langer was here, | 
did not read the statement ] had prepared, but inasmuch as it is before 
each of vou I would hope that vou gentlemen could find time to read 
these six pages, however, sometime at your convenience. 

However, we are trying to be helpful in our suggestions. In here 


discover that we are not urging that there be no increase at 
: a 


Think probably there should be a moderate 


increase. 
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| then asked Mr. Palmer, who is hot only head of the company s 
traffic department, but is also the chairman of the traffic committee 
of our national association, to discuss the possibilities of fle *xibility 
in transportation matters as a means for reducing costs within the 
Post Office Department, and that is what he was speaking of at the 
time other gentlemen came in. 

Now, if it is all right with you, I will ask him to finish his state 
ment, 

Phe CuHarrnMan. Go right ahead. 

Mir. Pat MER, You were asking Ine to give Vou an exan 
was in the midst of giving one, to New York, and I think I dese 
the mail operation; that is, as to what happens to a bag of 
we send it to New York, we send a package of Our WMavAZzI 
bag of mail to New York. 

Now. on the other hand, if we send those by truck, a TrUucK back 
up to our platform and we do not use any sacks at all. We put the 
rioht on the truck, and it goes right to our customer, and there is 
no reason why it should not go toa point ot delivery to the Post Office 
1 partment Ww ithout all that extra handling. 

I do know this, that at least a dozen handl ngs could be eliminated 
if we were trucking mail to New York to a suitable platform, just 
the same as is happening where they recently started trucking m 
to Brooklyn. 

Now, I said I would hke to speak to the use of sacks 

| would like to Say to you ventlemen that a few ver 
not a few years ago, but up until about 15 vears ago 
that Magazines had to be placed in sacks. We had at that t 
BOO.000 of our ow) bags Mn Use. We had to bay the bags, and 
had TO have a bookkeeping record to take eare of the record 
where they went, and we had to repair them, and we had to 
for their return transportation. 

We found out through experiments that the bags were not necessary) 
at all and that the bundles can be handled all over. We send them to 
Lustralia without bags. 

Well, about a vear ago I tried to impress upon the Philadelphia post 
office the fact that we should establish an experiment there. It 
seemed to be foolish that we should waste our time putting the « Oples 
in bags which they furnished, then sending them out to the post 
office where somebody would take them out. It was simply an extra 
job of handling. 

I am happy to say that they followed along with that suggestion, 
and we do not use them there at all. 

We then attempted to extend that to other sections of the country, 
and at the presen t time we have seven other pos st offices loe ated : aroul d 
the country—well, as far away as Los Angeles—where we send our 
bundles in there iehioe sacks. We do it in St. Louis: we do it in 
Chicago. Weare also going to extend that. 

Now I do not want to leave with you the impression that mail sacks 

be eliminated in the postal service, but I do think that there is a 
great economy that may be effected if their use was curtailed. 

Now, I think in the main 

The CHarrmMan. Do vou tie them up in bundles? 

Mr. Pater. Yes. We tie them in bundles. The bundles are about 
seven and one-half inches in height. and they are a standard bundle, 
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and we send them all over the world that way, and we have less damege 


] 
sjde of the bac th: » did ith the baw 
Outside or the bag than we did with the bag. 


Senator Carztson. Do you wrap these bundles with paper ¢ 

Mr. Paumer. Yes, sir; we wrap them with paper and then with 
either wire or jute rope. 

Mr. Futter. One wrapping of paper. 

Mr. Parmer. One wrapping of paper or jute. 

Mr. f'uxiier. The wire is machine wrapping. 

Mr. Parmer The wire is machine wrapping, and we found there 
that in spite of everything that we must be flexible, and when we find 


in operation that can be improved we can do it immediately. It is not 


necessary for us to wait in ordet that we vo ahead with it. 
Now, the point that I am trying to make, gentlemen, is not directed 
‘ism of the Post Office Department, but it is just this: That 
lready tothe post office, or to the Rees committee | 


» taking b rave by other means of transpor 


Ago 
ing to do it, and the savings are enormous, 

it nationally, 
~and I don’t want to ret into the 
deficit te ‘+h. but if these s: hes can be made i transportation, J 
am not competent to speak on hat can be done inside the post office, 
but I know that the deficit or the cost would not be anywhere near what 
only through the fact that lL believe that the railroads 


C1s today. It is 
| for a 95-percent Increase in rates on transportation 


WwW asker 
has caused this to come up, but the opportunity was there: it was 


I ere before. At Le% ve hé » taken advantage ot ll and reduced our 


COSTS 

| at 1s about all I have. 

Senator Cartson. Mr. Palmer, I would like to ask a question if I 
mav., Mr. Chairman. 

The Coamman. Go right ahead. 

Senator Carnson. In view of this change that you have made in 
ich has the volume decreased in the Post Oflice 
last 5 vears, taking into account, of course, the 


vour own office, how mi 
nent during the ii 


luring t 
ncereased circulation, but I mean how much has it cost the Post Ofli 
Department In revenue or income / 

Mr. Patmer. Senator Carlson, I would like to answer that in this 
way: Since the fourth year of zone postal rates, which were established 
in 1918, since the fourth year we got the increase, which was in 1922, 
al d there have hee} sevel | f] ictualions since that time, but we nan 
aged to get out by 1982 65 percent of our circulation, which, iis the 

irculation increased, it increased the amount that we got out, and it 
remailne d at about 65 percent. 

Mr. Futter. By that you mean getting tt out of the mails. 

Mr. Pauawer. Getting it out of the mails and into other means of 
transportation. 

The thing that I would like to point out further is this, that, due to 
the experiments we are now making, if the cost of mail goes up much 
further, we will begin to take part of the other 35 percent out. 

The Cuarrman. How much of that 65 percent is carried to redis 
tributing points ? 

Mr. Pater. Well, I would say that up to 65 percent that is out, 
there is 35 percent, or between 30 and 35 percent, that stops where the 
freight car stops, and the rest is distributed around the country ? 
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As an example, in going into Chicago, the Chicago part of our « 
culation is much greater than the other circulation going around to 
that area. That is not true at all other points, but you can see that 
a great deal of it SLOps right the re, and the am Some moves on. 

Mr. Funuter. About half? 

Mr. Parmer. I would say there is about 30 or 35 percent of it and 
65 percent that goes beyond the distributing center. 

The Cuamman. And you use the mails beyond that point ? 

Mr. Patmer. No: we use the mail to some extent. 

The Cuairman. To some extent ? 

Mr. Paumer. Yes. We use express: we use truck. You see, Se 
ator, what we do, when we decide to distribute throughout a State, 
let’s say from Denver, we go to Denver and find out what all the 
available services are there and what the rates are which apply and 
What time we can make and exactly what services we c: | 
then we make our disposition as to what we will do. 

Now, the fact that we do it this way in Denver does not mean tha 
it is the same in Portland, Maine, or in Butte, Mont. We are flexible, 
and we can do it any way we like. 

Mr. Fuuuer. I am sure what Mr. Palmer means is this: In his 
original suggestion which he mentioned when he started, he men 
tioned the possibility of perhaps a superintendent of transportatior 
or whatever he would be called, within the Post Oflice Department, 
that would be doing the same type of thing that is being done here; 
that is, to study the whole question, locality by locality, as to the least 
expensive and most satisfactory form of transportation to reach an 
end, whatever it might happen to be. 

Now. Iam not critical of the Post Office De ‘partme nt at all. I think 
in many ways they doa good job. We are trying to be helpful. We 
are trying to find out the possibilities that might exist beyond where 
we have gone. 

We think that someone, and what his title should be is immaterial, 
or some group that studies the best means of moving this material 
would be the desirable thing within the Post Office Department. That 
is correct, is it not, Mr. Palmer? 

Mr. PALM! r. That is correct, and I would like to Say this: We are 
very strong for Resolution 60, because there you are going to de 
velop through a study of men actually engaged in the business what 
can be done. It is going to be an opportunity for men to come in and 
make recommendations, which we believe would be very helpful. 

Mr. Fuuuer. Senator, I want to be sure that vou get our position. 
Our position is that we want to be helpful. Nothing would please us 
more than to be able to find ways and means of lowering postal costs 
very greatly. By this I mean to pay everybody what her should 
earn, and so forth and so on. I am not talking about wages at all. 
I have never said a word to this committee or the House committee 
on the question of wages. That is a matter for you gentlemen to 
decide. We have never questioned that. But what I am saying is 
that we think it should be as efficient an operation as it is possible 
to get, and if there is anything we can do to help in making it more 
efficient we would be all for it because we would much rather utilize 
the Post Office Department than to have to go into these experimental 
and local distributing methods that I mentioned last year. 
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I would also like to sav this in connection with Resolutio 60: As 


l 


vou read this vou will discover that we are verv. very enthusiastic 


mbout Resolut on 60 and hope that it will Pass because if will provide 


unitv to study these things that has not existed before, we 


do make this su 


rrestion, |! 


‘ 


imowever, that thought be oiven to 


of postal cost allocations into two areas: First, the public 


chi Tt 


| 
} 
iit 


Post ()thce Is 


st of that: and. seco: 


ustomers In Competition with other forms of delivery, which 


think IS lmportant from Cost 


fhat connection the statemet! 


OHNVCTeSS SON 


It hy resulte cl 


1?) 


.vegre : 
eC Vea©®rs a 


‘ 


ro prov 
the employ ment 


Office Department. and that the r 


Of course, I d 


waht 
times a 
? 
wasted our mol 
I think that 
I don't think 


| } | 
pronder sy 


t 


oTee el tirely W 
1 ad the reason 


to consideratiol 


all for: that is, 


to v0 over t} if fu 


person ‘ome Wp 


LOO.000 for this 


} 


SOTT 


Vy, 


heey 
Va ce 
le 


he 
it 


AA sent te 


yeeant 


of how their pavrolls and costs 


I 


an quote vou from our owl 


co with tl el 


reent., but o1 


1) 


1 
tho 


I want to eg 


otothat. I said further: 


through the 


stimulation of greats 


required to render to all citizens: 
d. the service which the Post Office 
as well as other viewpoints. 

it has frequently been made to me 
ded a substantial amount of money 
of Mr. . A. Heiss within the Post 
esults he suggested were so-nnd-so. 


th what he recommended or what 


Ss are primarily that ] believe that 


the very things that these two sue 
the public service factors. 

rther, but I just wanted to mention 
and savs, “We have already spent 
Now, 1f we did, I think we largely 


better off Oona much broader basis. 
st-accountine problem. | think 


tuchied from all angles, the 


other. 


tion methor 


nto the Department, with the 

vy. J im told that. according to 

. some 75 percent—I think that 

Post Office Department is labor 

situation would be finding all 

troduce labor-saving machinery. 
would be ina hopeless situation. 

en Mr. Cole was here he mentioned, 

ave which appeared Ih the record 

in the last decade our pay 

ir unit cost increased only 4() per 

the development of labor saving 

ls of operation, and so forth and 


spent a large part of mv lifetime in 


© on. ANC | know what Vou 
just a couple of well, before 


‘rr volume of mail 


Now. I touched on that last week when testifving. 
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Senator CARLSON. Before vou leave that point, that is the point 
that I was getting into with Mr. Palmer in our discussion. Now, if 
vour organization and other organizations in this Nation are begin 
ning to divert what would be mail mat .ers to other methods of trans 
portation, we are going to have the same overhead and a large organi 
vation and less volume and less revenue. Now, to me, that is a SserLo 
thing. 

Mr. Futter. You are saving exactly what I am ure 

‘arlson. ’ 

Senator Cart SON, I think It requires some ser1ous thought | 

Mr. Funver. If we could raise the volume from 1.800.000.0000 
2 HOOOUO000 or 3.000.000 000—t hese things can only he operated o 

basis which is eflicient. Ln other words, the volume of flow where 
il vets the best service at the sie Cost or where It vets a lower cost. lt 
Is Just human nature to do it that way. Water finds its own level. 

Mr. Parmer. I wonder if I can follow your thought out’ Our 
total tonnage at our — Is running in excess of 300000000 pound 

nnually, and 65 percent of that is out of the mails. 

Mr. Futter. And you must realize that we don’t want it out of t! 
miails, 

Mr. Parmer. Now, you take 65 percent of 300,000,000, and vou have 
vol practically 200,000,000 pounds that are out of the 

Senator Caruson, And I suppose what is true of your plant is true 
of others also? 

Mr. Paumer. Yes: it is true of all large publishers 
opportunity of doing that. 

Mr. Futter. May I go on, please? 

The CuarmMan. Let us wait just a minute. 
youl Oo percent is sent m large bulk ¢ 

Mr. Par MER, That Is right, up to a certalh pon s sent 
bulk, where it breaks bulk. 

Phe CHarmrMan. Yes: and then it is sorted and it woes out f 

Mr. Parmer. Again, Senator, I would like to point out to you 
in all other transportation methods there ts eCONOMY 
large bulk. Our rates for large bulk are about one-t 
fourth of what they are for small quantities. That 
that, and that is why it is advisable to have bulk. 

The Cuairman. Yes. 

Mr. unter. Again, Senator, as Tsay, what we are trying to do is 


to be helpful. and that is why we are so strong for the committee. 


One of the things I mentioned here was the work-simplification 
methods, and I want to give two or three illustrations of that. inte 
may say that they are very small and minor, but [ have just picked 
them out of our experience with one company in 1910, which was a 
long time ago, when I first came to the company, we were running 
off lists on tvpewriters and pasting them on hacevaZzines and sending 


= 


them out. 

After that there was developed several forms of automatic address 
Ing equipment. Over the years between 1910 and 1950 wage rates 
have gone up TOO percent in our establishment. — lly, however, 
the unit cost of doing this particular work is only 15 percent of what 
it was in 1910. In other words, over that time <a development of 
machines, the development of methods, has lowered that cost perfectly 
enormously. 
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Take subscription orders: in our business we have got 8,000,000 
subseript ions in our files, so there are an awful lot of orders that flow 
in. The handling and reference to those is great. Remember that 
approximately 30 percent of all subscribers change their addresses 
during the vear, and therefore there is a lot of work in that connection. 

It took a large force of people to do that. About 10 years ago we 
started to develop other methods. This was not mechanical at all. 
Over that per od wages have gone up 500 percent, but the unit cost 
has actually been reversed 15 percent under what it was 10 years ago. 

Phen we can take one more: we can take the question of putting 

losures inside of envelopes. I am talking about cireular jobs, and 

h. That always had been hand work. I grew up in it, and 
loped methods of increasing output, and so forth. 


deve 
‘ing the last few vears methods have been found by which it is 


echanically, and the reby the unit costs have gone down S85 


lon't know what the wage change has been—but you 

has been absorbed by that. 
say that these are very tiny and do not amount to 
its of an effort of a group of industrial 


long the se var ious line es, 


nemeers a 
Phere are lots of others: these are just a few of them. 
Senator CarLson. Before you leave that, I have had two experiences 
in the last 50 days, and I could not he Ip but notice it. 

I insured a parcel post pi ckage, and I noticed the clerk working 
they are just exactly the way it was 


1 


and making out the forms, and 
handled when it was first originated as I can see. 
I bought a money order; and, as I looked at the money order 
avy inv hich it was handled, it was handled in qust exactly 
le Wal that my father wrote them. Surely there could be some 
Improvement ove rthe vears., 

Mr. Fourier. Speaking along that line, I am very sure that, if 
Bo years ago any body hy vd Sa d to me that a device would he developed 
to put enclosures within envelopes, I would have laughed at them 
and I would have thought it was crazy, that it was perfectly absurd, 
but it has been done. 

One of the things that all of us must realize is that it is awfully 
dangerous to say anything cannot be done because you usually find 
that somebody wakes up and does it. , 

Those are merely a ustrations. In our company, naturally, I come 
back to the thi ngs th t we have developed ourselves. We have a cde 
partment whose job it is—an industrial engineering department. and 
the manager of it is here—whose job it is to find and study our whole 
operation and find better ways and less expensive ways or at least 
one of two things, either a better way for the same cost or a less 
expensive or to do it. 

Now, last year the net direct economies which that particular de- 
partment was a: le to initiate saved our company about $1,000,000. It 
cost us less than $100,000 to operate the department. In other words, 
it cost us 10 percent of what we saved that year. 

I am sure that the same thing is possible within the Post Office 
Department. I don’t know just how, because naturally I am not close 
enough to it, but I am certain that it is a possibility. 

Senator, there are just two other items I want to touch on here, be- 
cause some question may arise. 
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The statement was made 2 years ago and repeated this year calling 
attention to the large amounts of advertising carried by certain 
publishers. 

Senator Johnston, you will remember 2 years ago that the Post- 
master General submitted a copy of the November 1948 issue of the 
Ladies’ Home Journal and an advertisement which we carried show- 
ing that that particular issue carried $2,700,000 worth of advertising. 
That was true. The inference, at least the inference that I think most 
people drew from it, was that it must have been profitable. Actually, 
we lost $62,751 on that issue. 

Now, we do not normally lose money on these books. But in that 
particular year, and I have the figures here, with a gross revenue of 
about $35,000,000, we made only 2 percent on the operation for the 
year as a whole. 

There is an unfortunate tendency on the part of people to think 
that an advertisement written with the enthusiasm of advertising 
men. where a large amount of money has gone into an issue, that it is 
all profit. It canont be, because 72 percent of the income of our com- 
pany last year came from advertising and 28 percent came from 
readers, and we made a net of 414 percent on gross turn-over. 

Obviously, we did not make it out of advertising. Advertising is 
part of the way in which we pay our expenses. 

Incidentally, we have a net left over. 

One other thing: Mr. Palmer mentioned five cities where we are 
running experiments, and you will find that I mentioned three cities 
The three are cities which have been set up on the basis of our own 
organization: and the other two, one of which is Trenton, have been 
set up through local wholesalers. 

There are five experiments being conducted, but I have only touched 
on three in here, and T thought you might wonder w ny he said five and 
why the text says three. That is the reason for 

Now, if we can answer any questions for you, we will be delighted 
to do so. 

The CHarrmMan. Are there any questions ? 

Senator Cartson. I believe not. That was a very fine statement. 

(The prepared statement submitted by Mr. Fuller reads, in full, 
as follows:) 








STATEMENT BY WALTER D. FULLER, CHAIRMAN, THE CURTIS PUBLISHING CO 


Iam Walter D. Fuller, chairman, the Curtis Publishing Co., of Philadelphia, 
publishers of the Saturday Evening Post, Ladies’ Home Journal, Country Gen- 
tleman, Holiday, and Jack and Jill. I am speaking for my company in connection 
with section 2 of bill S. 1046, which, if adopted, would increase second-class postal 
rates. I also wish to comment upon Senate Joint Resolution 60, which would 
create a joint Senate-House committee to study postal rates and other postal 
matters, 














Let me say at the start that my company is not protesting about paying our 
way. What we are protesting is our being required to pay, through increased 
postage, for the portion of post-office expense which represents purely Govern- 
ment services to its citizens, 

We are prepared to pay a moderate increase in second-class postage, but the 
radical increases contemplated in bill S. 1046 would seriously handicap us in 
providing modern magazine service to the public and would certainly force 
material changes in the distribution of our products. This statement should 
ounter the accusation that my urging the adoption of Resolution 60 is an effort 
to delay action upon a postal increase. 
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of America is our country’s most important selling medium. It has taken decades 
to build it to its present position. It is certainly not healthy today. There are 
hundreds of small publishers for each large one, and the rate increase in S. 1046 
could cause severe damage to all of them. 

Mr. Larimer. There are quite a number of technical questions that 
have been raised here, and it occurs to me that you night want to call 
upon Mr. Wentzel for a brief explanation of some of these. He is 
available here, and he has some notes on it in case you would want an 
explanation of some of the testimony that has been offered. 

Senator Pasrore. You mean as representing the Post Oflice Depart- 
ment ¢ 

Mr. Lariwer. That is correct. 

Senator Pasrore. I think that would be very appropriate because 
some of these points raised here by these vent lemen are very important, 
and I think they carry a tremendous amount of weight. There must 
be some answer or some explanation, and I would like to hear it. Just 
at this point | think it would be very clarifying for the record. 

Mr. Wenrze.. I know that these gentlemen want you folks to have 
the real picture of the whole situation, but unfortunately a misunder- 
standing has arisen with respect to the saving that might result from 
transferring the transportation of mail from the trains to trucks. 

I think it is due to the manner in which the release that Mr. Palmer 
referred to was worded last fall. Now, the fact is this, that, as you 
gentlemen know, there has been a railway mail pay case pending before 
the Interstate Commerce Commission since 1947, and a decision is just 
about to be reached. The railroad has asked for a 95-percent increase 
in their pay. 

Under the plan for paying the railroads in the future, as it has ap- 
parently been worked out—and all it awaits now is a decision—it will 
be entirely on a different basis than we have been paying the railroads. 
= e will pay for the line haul as one and in addition terminal expenses, 

vhich means that every time a bag of mail or a separate parcel, what 
we call an outside parcel, is handled there will be an extra charge 
for that for taking it off and putting it on. 

Now, then, the “Department is conducting its survey in all of the 
areas, and they have crews out in every railway transportation area— 
there are 15 of them—with a view to ascertaining where money can be 
saved 1 in trucking the mails. 

3ut here is the point, that savings will not be over what we are pay- 
ing now, but it will be a saving of what is anticipated to be the cost 
under the new set-up. 

Yesterday a release was put out by the Department explaining 
this matter in more detail and showing all of the points where they are 
investigating the possibilities of carrying the mails by trucks. 

The statement shows that there is a possibility that they can save an 
amount over what they are now paying, but under the new method of 
paying the railroads, which appare ‘ntly is going to be approved by the 
Commission, it will cost $3 million more. That is, where we are now 
paying $2 million for the transportation of these mails, it will cost $5 
million under this new set-up. So there is actually no saving to the 
Post Office Department, but there will be that big « additional expendi- 
ture on account of the change in the method of paying and apparently 
having already granted a 25-percent payment. 
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1 think that that fact should be known, because there have been 
many references in the press to this possible savings in connection 
with changing from trains to trucks on these short hauls, but the 
savings Is not “really actual, but they would be just over what the new 
rates are antic ipated to cost us. 

I know that these gentlemen would be glad to know that because 
they are always very fair. 

Senator Pasrore. Another point these gentlemen raised that I would 
like to have your reaction on; apparently they maintain a group of 
competent tec hnical experts who find w: ays and means of promoting 
efliciency within their plant. Now, do you have such a thing within 
the Post Office et 

Mr. Wenvrzex. As I said, we have 15 groups of men, experts in this 
transportation field, who are surveying this particular situation, and 
we have men continually going around and looking into these various 
Inatters. 

Senator Pasrore. Another thing, and IL don’t think these gentlemen 
meant to give us that impression, but somebody might draw that 
inference from it, but he cited that from 1910 to the present moment 
they have made very many improvements, and the inference could 
be drawn that from 1910 up to the present moment nothing in the way 
of improveme hts hh as hi appe ned } 1 the Post Office De partment. 

What do you have to say on that 

I think that was more or less substantiated by what Senator Carlson 
said along the same lines, that things were still being followed out in 
the Post Office Department the way they were when his father used 
to go in to write out money orders. 

Senator Cartson. That is right. 

Senator Pasrore. I mean, have you made improvements in the Post 
Office Department / 

Mr. Wenrzev. As the Postmaster General has pointed out in some 
of these hearings, the major part of the work necessitates the use of 
human hands, the human mind, and the human foot, and there is no 
substitute for most of this work. You cannot get any machine that 
will read the addresses on pieces of mail and put them in the box, 
and also that would affect its delivery to the addresses thereon, That 
all involves the use of the human eye and hand, and so forth. 

Qur work as a whole does not lend itself to mechanization as much 
as some other things do. 

Senator Cartson. Mr. Wentzel—were vou through Senator Pas- 
tore / 

Senator Pastore. Yes: I am through. 

Senator Cartson. As I get this how, there will be a rate increase 
in the cost of transportation of mail, and I have no doubt that the 
railroads could justify it or they would not have been granted this 
increase. But will that mean that there will be a further diversion 
from the use of the post office handling of mails because of this pro- 
posed increase that would cost the Post Office Department this $3 
million additional / 

Mr. Wenrzext. That in itself should not result in a diversion. It 
will depend upon whether or not the rates of postage are increased, I 
should think. 


The Ciramman,. If we increase the postage rates as recommended 
by the Postmaster General, in your opinion how much mail would 
that divert ? 
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Mr. Wenrzev. It could only divert the mailings of the larger pub 
lications, where they can make : profitable to divert to outside means. 
By the way, I don’t like to appear in opposition to my very good 
friend here, but it is a matter chat we have very care fully considered. 
Your witnesses before, not these gentlemen, have pointed out that if 
il] second-class matter were eliminated from the mails the service 
ld save approximately 37 million because of the out-of-pocket 
st alleged to be onlv $34 million, and we are getting $41 million 
‘venue from second class. That was brought up F ast year during the 
rings, and a very careful study was made, and the Department 
nfid ent that we woul ls ave at least S95 million if second-c lass 

were entirely elie inakad. 
We nus t bear In mind that it requires an aw ful lot of space to handle 
l Now, the 2.226.000,000 pounds handled in the fiseal 


s. 1.113.000 tons or 44.000 carloads ot dO.000 pounds 


lv. to eliminate 44.000 carloads of mail certainly should 

substant 

NDERWOOD. n't i think that would reduce the value 
} } | to the people OT the United 


there is any hkelihood of that 
‘his is just merely saying theoreti- 
use they must use the mails for a 


Ont ¢ 


my fingertips, but if I 
hem—but if | remember 
second class, at least 

£ publishers. 
shers or publicati ons entered 
olhborhood, and of that total 
ibhications pay about half the 
5 I th nik there might be a 
morning, where a very large 
it micht leave the pe st office, 


iss of eon publications which ] 


ut of the mails: J mean such 


a se ereat mass of smaller 
| 
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‘the $95 million figure which was 
on with the situation. 


move it out of the second-class 
} ‘; io 1 
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Mr. Futirr. You will find it in the text that I have presented here. 

Mr. Parmer. In the handling of subscription copies you have two 
distinet operations; you have to emp lov a solicitor first to get the 
order and then emp soy the Post Office Departme nt to make the de 
livery. In this way we combine the two. 

Mr. Fuuurr. It is all pointed out in here l indicating |. 

Senator Pasrorr. There, again, don’t you get into the business of 
how you are allocating your costs ¢ 

Mr. Parmer. The allocating of the cost there is very simple, bee: 
it is confined right to an operation. 

Mr. Futter. You have two other factors in there, and this is too 
long to go into this morning, but first you have the classification of 
addresses; you remember I snid that about 30 percent of the magazi 
subscribers change their addresses each vear, and that is pretty true 
generally across the board, and that is a very expensive operation 
The person first has to write into Philadelphia, or wherever it ion 
pens to be, and you know perfectly well what happens there. Some 
weeks late r the ne W COpy final} wets tothe new ; iddress. Inth e meal 
time, the oh alae eh thinks that they ought to hh ive changed it right 
awav. and then we send a duplicate copy. It is a very pf sive 
proposition. 

eye to the iIngle-cop\ sales, there ar ilwas SON copies left 
on the newstands at the end of a sales period, and Vou just cannot help 
that: it is part of the business. Now we are experimenting with 
USINe on the last day of delivery those copes for first copit 5 O} 
SCrLPLIONSs, when a e py ofa magazine like Ladies’ Home Joun ul, 
which costs 40 cents a copy to pri in othe } } 
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of a method mavbe we have una something. I am not 





sure Vet. 
Our cost is still above the other method, but it is steadily STOWINE 


less 


\oain, Senator, all | um trvine to do is to be helpful al d 
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hat mav be useful in SOLVIT ti 
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eivVe you ventlemen some ideas 


probl ati. 






I would love nothing better than to see the Post Office Depart: 
bigger and stronger than it ever has been. 








Senator PASTORE. Yes: L think that gay 4 is eeneral, I aion f 
think there is anvone who dislikes the Post ( Iffice Depart me bi 

Mr. Parmer. We want to use their service, but we cannot pay a 
premium for it. 

The ¢ HAIRMAN, Well, a lot of this is distributed not through the 
mails but. of course, is distributed from newstands: isn’t that meht / 





Mr. FULLER. That is right. except these five cities where we are 
experimenting. 

Senator PasTore. That isa very interesting thing. 

The Crarmman. Then you ship them to the newstands, and they 
sell them ? 

Mr. Furuer. That is about half the circulation of three of 
publications. 

Mr. Laruver. That is not true of the Country Gentleman, though. 
is it? 

Mr. Funter. Not of the Country Gentleman or of Jack and Jill. 
It is true of the other three. 

‘I he CHAIRMAN. | hold here th My hand acmrcuiar W hie h State 













wsue ih Tarii-mi 


iguzine history. 
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This has to do with the Country Gentleman. 

Mr. Fuuurr. I will agree with you that that would make it look as 
though we were making a lot of money. As a matter of fact, the 
Country Gentleman, as is true with most marginal publications, is 
very much on the marginal edge. All farm magazines are. 

Mr. Parmer. Mr. Wentzel, could I ask just one question ¢ 

Mr. Wenrzev. Certainly 

Mr. Parmer. You say that you have 15 crews going around the 
oOuntry investigating tr: iMsport ition / 

Mr. Wenrzev. That is right. 

Mr. Parmer. How long have they been doing that ¢ 

Mr. Wenrzeu. I don’t know the exact time, but that has been for 
some weeks. 

Mr. Pautmer. In other words, it is a program that has just been 
started ? 

Mr. Wenrzev. Because of this possible change in the method of pay- 
ng the railroads. 

Mr. Pauaer. I just wanted to know how long it had been going on. 

Mr. Wentzeu. It is comparatively recent. 

Mr. Fuurer. As I remember it, the deficit that the President men- 
tioned in his message on second class was over $200 million, wasn’t 
t, and the most optimistic hope would be if it were eliminated it would 
be $95 million savings. I don’t agree with that. I agree with the 
Price, Waterhouse survey. There would be an awful lot left that 
somebody else would have to absorb. 

Senator, do I make my point clear on this? 

The Cuarrman. Oh, yes. 

Mr. Fuuver. The advertising man, naturally, is enthusiastic, and it 
does not follow t hat we are making money on it. 

The Cuarrman. Is there anything further? 

Senator CARLSON. Mr. Wentzel is song to be with us. He is the 
nan that we need when we really get operating. 

Mr. Fuu.er. Senator, I don’t have to say this to you, but T think I 
should: If there is anything out of our experience, out of the ex 
perience of Mr. Palmer or any other people in our organization that 
will at any time help on this postal matter, all you have to do is to say 
so and we will be ready to give whatever help we can 

Thank vou very much, gentlemen. 

The Cuarrman. Thank you. 


We W ill how eall Miss Porter Cow les. 


STATEMENT OF MISS PORTER COWLES, ASSISTANT DIRECTOR, 
UNIVERSITY OF NORTH CAROLINA PRESS, AND SECRETARY- 
TREASURER OF THE ASSOCIATION OF AMERICAN UNIVERSITY 
PRESSES 


ae Cowes. Mr. Chairman and members of this committee. I am 
speaking to you this morning as a representative of the Association of 
hamexican University Presses, of which I am secretary-treasurer, as 
well as assistant director of the University of North Carolina Press. 

We are grateful to you and to your committee for giving us this 
opportunity to spe: ak to you on the subject of book postage rates as it 
affects the university presses. 
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We understand that the bill before you now deals only with first-, 
second-, and third-class mail at the present time and contains no pro- 
visions dealing directly with postage on books, which are now in a 
category of fourth-class mail. 

We believe, however, that you and the members of your committee 
feel there is necessarily some relationship between postage for reading 
matter in the second-class category and that on books. 

We are concerned, of course, with the possibility that the Interstate 
Commerce Commission may recommend increases in book postage 
rates which we feel would be particularly serious and particularly 
dangerous, particularly in the case of material designed primarily for 
educational uses, as are the books of university presses. 

Our association, which has 44 members, most of them connected with 
the State universities in the States where they are located, actually 
representing 24 States and the District of Columbia, published last 
year about 10 percent of all the books published in this country. 

Many of the presses are, as I say, associated with universities 
throughout the country. Some of them represent specialized groups 
that are doing publishing of a sort—for instance, the United States 
Naval Institute is a member of ours, and there are instances of that 
sort; we also have the Huntington Library in California—and they 
represent special research groups doing a limited publishing job. 

L have filed with the members of this committee or, I mean, with 
Mr. Latimer. the association’s latest record showing the officers and 
also giving a list of the members, in case you would like to check to 
see whether you happen to have a university press in your State that 
you did not hs appen to know about. 

The primary purpose of university presses is to publish books of 
silidaieeliine and they are actually books that would not be financialiy 
feasible in most Cases from the point of view of ad ¢ ommercial publisher. 

The sale ~ oc books, we know before we publish them, will be 
pretty low. “e know that we will not be selling 5,000 copies, but that 
we will be se Hing near 500 or, say, from 500 to a thousand. In some 
cases we may sell 2,500, and then we think that we are doing pretty 
good when we do that. 

The reason for doing this is because we have material that is inter 
esting principally to the libraries that have an interest in special fields 

‘to individuals, to teachers, professional men and women, who are 
Siena’ in following up some subject which has intrigued them 
somewhere along the line. 

Some of the books that we publish are sold not as much as we like. 
We have found sometimes that we did not know which was cause and 
which was effect, but a book store will say, “Oh, university press / 
Well, we don’t care much about your books.” 

Now, they say that. knowing that the sale is not going to be wide. 
We wish that we could sell more through book stores, and we are 
trying hard to do that, buat by and large we know that our books 
are going in great part direct to the ultimate consumer: that is, col 
leves, universities, Hibraries, and to mdividuals, many of them remote 
from book-store areas. 

That means that we use the mails in most cases to send our books 

The figures that ] have given you in this brief, 1 think, are fairly 
indicative of the others that I have on these questionnaires. 
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The lowa State College Press, as an example, shipped D percent 
of its output to libraries, 65 percent to colleges and schools, and 10 
percent to individual customers, which leaves a very smal] percent- 
age there to go through a middleman outlet. 

Loyola University Press in Chicago shipped OZ percent to colleges 
and schools, 1 percent to libraries, and 2 percent to individuals, a 
total of 85 percent going 5 Mg hegre ney xe 

University presses are, by the very nature of their operations, non- 
profit-m: iking organizations. They are subsidized either directly or 
indirectly by the institutions with w hich the y are associated. 

Speaking for North Carolina particul: uly, we occupy a university 
building; we have our heat and our lights furnished by the university. 
We have a very limited cash subsidy from the a That is 

sed mostly for the pu blication of learned periodica ~ evrowing out 
of work in the sence departments in the university, the educa- 

onal department, the law school, and so forth. We operate at a 
loss. All university presses do. It shows up in our operating reports, 

“we do not do that, we are not doing the job that we are here to do. 

Savoie Lottinville, president of the association and director of the 

versity of ¢ Jklahoma Press, in 1947 said: 


No institution can expect its scholarly press to be completely self-supporting. 

{ press may break even in go vears, or occasionally make money, but if it 
l o consistently it is not publishing the kind of scholarship to which its 
nstitution is presumably dedicated. T say this because scholarly books, 

ile definit 


vy merchantable, are not merchandise. 


Now, we do make money wecasionally. We made some money on 
which we published in 1939, and then a couple of years later 
is just a rash of publishing the kind of books which we knew 
hot volne to make money on. We were plowing that money 

he publications. 
sses clo hot make money, and if they do they 
Ne best in terms of long term value, where the 
Lie ] i} a to be low. al | we recoonize that fact 
Now, you may 


17 


some statements In line with Mr. 

ottinville from other people who have been in university press busi- 
sa lo o time. 

There is a copy of a repo n American University Presses by 

Chester Kerr, which has been filed with you, too, so that any of you 

who ive inte rested 1} 1] iust exactly how we operate can find out 
from there. 

Now, an imposition es proposed to the Interstate Commerce 
Comm asion would hurt us in two ways. The book rate, of course, has 
gone up 300 percent since 1942, and the further increasing of this 
rate would Gis the university presses, particularly in that it would 
hurt the presses’ customers, because we sincerely pass on the carrying 
charges at paring charges to the customer. 

We { { large ¢ hi ‘ . am packaging charge, but if n book 
cost 5, he book is bille at S3, and the eustomer is also billed 
. stage if 2 cents he is billed for $3.12. 


. 
rease Charge goes directly to the 


looke d over a list of some 600 titles, 
pound rate. We are 


or 3 pounds; that is 
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on a single-copy order. As to the present rate on that book, you are 
as familiar with it as I am, and you are also familiar with the pro- 
posed increases, but this 25-percent increase is pretty steep, we think, 
and we think that that will be particularly true in the case of small 
libraries who have a limited budget who are having to figure pretty 
close on just exactly what they are using, where they are using that 
and how they can use it most effectively. 

We think that this increase would in effect over a fairly long pe- 
riod cut down considerably the ability of these small college libraries 
and the small public libraries to buy the number of books that they 
would like to have and which they have in the past been able to secure. 

The university presses are particularly concerned by the possibility 
that increased postal rates will cut down the = portun itv for helping 
in an educational process, particularly in adult education processes, 
which we think is pretty important. 

Now, gentlemen, 1 will not go into great detail on the specific 
figures in this statement here if we are somewhat pressed for time. 

The CuatrmMan. You go right ahead and finish with your statement. 

Miss Cowres. The proposed 2o-percent increase in the book postage 
rate is in itself a most disturbing factor to the university presses. We 
are, however, disturbed also over the ene sed 10 pound weight limi- 
tation on book postage packages. This limit of 10 pores on the 
flat Nation-wide book pos tage rate will] raise the cost on book ¢ pack - 
ages over LO pou ds by a very large percentage, and it amounts to an 
increase of over 300 percent. 

The fact that the university presses are not centralized in the 
northeastern part of this country but are spread pretty widely 
throughout the country, in the South, the Middle West, and the far 
West, makes for a very difficult situation. Our customers are located, 
in many instances, quite far from the peer that are shipping ma 
terial to them, and a 20-pound book package from Chapel Hill 
university in California would require 84 cents in postage. 

The same 20 pound package, under the rate propos sed to the Inter 
state Commerce Commission, would have to be paid for at the regular 
zone parcel-post rate of $2.95, an increase in postage of : 48 percent. 

[neider tally, to ship ZA) pounds of re: ading matter between the same 
Iwo points In Magazine or hewspaper form would cost under present 
pos stal rr ates only oO cents, 

The number of orders shipped by our member presses in packages 
exceeding the proposed LO pound a limit ranges up to 1 percent 
of the total orders shipped. The packages weighing over 10 pounds 
ure im many instances ~ packages 2 going to libraries and schools, 
the very customers we are trying particularly to help. 

In other words, oa people are penalized both by the sharp rise 
1) sh ipping costs of smal] packages and by the evel greater increase 
in postage charges proposed for book packages weighing over 10 
pounds which are sent bevond the fourth postal zone. 

in connection with the 10 pound weight limit proposed, I believe 

fom ‘interest to pomt out that, of our 41 members, 
Mississippi River and an additional 7 
ishington. dh ] other words, 23 of our 41 members ar 
an eiacorable shipping position. Of the total number 
of shipments made by our me a ers, of percent are made to the third 


zone and beyond. 
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So that the proposed legislation, then, would result in a serious 
handicap so far as the whole interior portion of the United States, 
the far West. and the South are concerned. 

From our point of view a limit on packages at. say, 50 pounds 
would take care of ap proximi ately 92 percent of our total number of 
re by book post. Sut there would seem to be no logic or 
equity in placing even this weight limit on the book rate so long as 
no comparable limit is placed upon second-class mail. 

The members of our association feel that books today are pli: Ling 
and should continue to play ay it: al role | In the e xpanding educ ‘ations al 
processes of our democracy. The need for a well-informed citizenry 
has never been more important than it now is. We feel that university 
presses are publishing the kind ot books that should be distributed 
widely. 

The members of our association therefore hope that in your consid- 
eration of S. 1046 vou will give serious considerat ion to the ac litions il 
burdens which increased postal rates and zoning restrictions will place 
upon our operations and upon our customers. 

We believe that the most satisfactory way in which vour committee 
can deal with this problem is to place books in a new and separate cate- 
cory of second-class mail and give them the same rate as the reading 
matter portion of magazines and newspapers, whatever that may be 
at any oiven time. 

Books are cert: ainly as important as magazines and newspapers as 
an educational and cultural force, as President Truman pointed out 
in his recent message on postal rates. 

They ought to be treated as well as other forms of reading matter. 
But so long as books remain buried in the fourth-class mail category 
they are likely to be over — and given the same treatment as general 
merchandise instead of the same treatment as other forms of reading 
matter. 

We do not suggest that books pub lished by , whive rsity presses be 
given a special book a uve rate, because we believe that books as a 
class deserve equality i | posti al rates with magazines and newspapers. 
Many books brought out by commercial publishers are equally im- 
portant, culturally an \d education: lly, as our own. 

We urge your committee to give books equality in postal rates with 
reading matter in magazines and ne Wwspapers by an amendment to the 
bill before you, and not wait to repair later the damage that approval 
of the increased book rate now before the Interstate Commerce 
(‘ommission would create. 

This step is long overdue, in our opinion, and can be amply justified 
as a matter of equity cai acne national policy, entirely apart from 

he special urgency of the present situation. 

Thank you, ge ntlemen. 

The CHatrMan. We are certainly glad to have had you come before 

s.and we have enjoyed listening to you. 

(re there any questions you would like to ask the young lady? 

Mr. Larimer. The witness, Miss Porter Cowles, has already referred 
to it: that is, the fact that your bill of vesterday, S. 1369, 1f enacted 
into law, would leave the rates on books as they exist in the present 
law. You understand that, do you not? 

Miss Cowxses. That is right. 
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Mr. Latimer. And you also heard earlier in the day the testimony of 
Congressman McCarthy, did you not ¢ 

Miss Cowes. I did not hear Congressman McCarthy. 

Mr. Larimer. Well, it was along the same line as yours. 

The CHAIRMAN. Thank you verv much, Miss Cowles. 

Mr. Latimer. Mr. Chairman, I have here a letter from Alexander 
Nunn, managing editor of the Progressive Farmer, dated at Birming 
ham, Ala., on April 12, 1951, that I would lke to have made part of 
the record: together with attachment. Also, I have a statement of 
Father Nicholas H. Wagner in behalf of Boys Town, and letters from 
( lvde T. Ellis, executive manager, National Rural Electric Cooperat ve 
Association, and Mr. Miles D. Kennedy, director, the American Legion, 
bot h ( f Wa shi hneton, | es hich | W ould like to hav e incor porate 
into the record. 

The Cuatrman. Very well. 

(The documents referred to are as follows :) 


STATEMENT OF FATILER NICHOLAS H. WEGNER IN BEHAI 


Mr. Chairman and members of the committee, my name is Father Nicholas 
H Weener l ih the dires tor of Father Flanagal *s Boys Hlome ut Bovs Lown. 
located 10 miles west of Omaha, Nebr. I also reside at Boys Town 

I am mindful of the difficult problem which faces this committee in regard 

! 
| 


t services rendered to all American citizens, and it is indees 


to the great posta 
a privilege to be allowed to bring your committee certain facts regarding the 
effect of the legislation under your consideration upon a charitable and educa 
tional endeavor such as Boys Town 

First. may I briefly describe the nature and scope of our work: Father I 
gan founded his home 85) vears ago, in 1917, in a rented house in the « 
Omaha, as a haven for homeless, destitute boys of all races and religious creeds 
who had no other place to ge Because the demand wis so great this buildi 
as Well as a larger one which he subsequently occupied, were soon overcrowed 
In 1919 he purchased a 160-acre farm west of Omaha where there would be 
plenty of room to expand as the need required and the means permitted 

Boys Town is a home-school-city comprising 1,160 acres of land, improved 
Oo, provided accommodations for 500 


buildings which, until 
1 artment buildings, each providing a 


ug 
} 
‘} 


These buildings consist of 


for 125 boys: un dining hall: an infirmary: an academic school: a trade schoo 


a gymnasium: a chapel; a central powerhouse and laundry; and the necessary 
farm buildings to operate our farm and dairy Several cottages were als 
built for the accommodation of the personnel whose work requires their residen 
at Boys Towt 

About 2 years ago Wwe completed a building ject which provides 
for DOO additional boy or a total of 1,000 he buildings e1 
re devoted to the care, training, and education of 500) bo 
ige, while the new addition provides similar facilities for 
chool age. The new buildings consist of 25 cottages, each 

high school: a trade school: a dining hall; a field house: an 
and an administration-post office building 

These new buildings were added because during the past sever 
has been a constant increase in the number of young bovs, 


school age, who have been left homeless. Some are our younves 
ties hoys orphaned Dy War «oT ibundoned by war's broker 
are voungsters whose parents ! ive deserted them or who have 
ni mistreated that someone must provide for thet 
More than 6,000 hoys of every rac d religious creed ai 
of the country have come to Boys Town. Some, becat 
trouble far bevol ad th r \ . ou at Bovs Tow 


again W 


by auarlil | 


iddition 


hands 
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ing their own officials, which teaches them the privileges, benefits, and respon- 
sibilities of living under our democratic form of government, 
The boys who graduated from Boys Town last summer came from 29 States 
{spent an average of 4 years and 2 months each there. 
The work which Father Flanagan inaugurated and which I am carrying on 
‘e than just a single isolated phenomenon in the treatment of juvenile 
delinquency. In a sense, we are a socialogical pilot plant which has developed 
ethods and procedures for dealing with a national problem involving hundreds 
f thousands of boys. What we have developed at Boys ‘Town has become the 
pattern for many public and private agencies who have followed the philosophy 
which Boys Town has pioneered and American citizenship has been enriched 
result. Also, our work has been preventative—checking delinquency and 
the energies of our youth along constructive lines so that much de- 
has been : and nrevented 

- evidence of as cep if our wrk, may FT add that our Gover! 
to go to Japan in 1947 to advise 

the best methods to adopt 
children there who were the 
they ; sent him on a similar 
our country on this 


being seriously cur 
‘ ‘SIS adopted Boys 
lely dependent 1 i ) ylumnts: contributions from the public, 
ene] ‘vear through thi iss ma Our doners contribute in modest 
ts, and we must rely upon th ued interest of thousands of citizens 
eds and political affiliatio f port. We believe that this is highlv 
Boys T« cis educational on the broadest possible level, 
on a few large contributions—even if 
contributions from the many. The 
the public becomes with our program, 
le mail solicitations is the seeur 
ng of the information regarding hi f ‘ Who should be at Boys Town, 
With the proposed doubling of the Iss postal rate, approximately $250,- 
OOO would have to » Ss] t in additic« l postage if we are to maintain the 
ves us with two negative possibilities : 
send out, or, second, to mail the 
mr services to the extent of a 
Boys Town will be materially 


ney throughout the country 


nd voluntary contributions 
own, but other educational 
tl medical research, 
stressed this fact before 
Town, I must draw 
third-class mail would 
throughout 


mail would be 


al exemption 

i itions in the event of an 
should, I feel, be looked upon 
organization in a special 
lifv, vear after year, 
Therefore, we feel 


» could be maintained at its 


iscal problems of the Post Office 

! >of third-class mail consists of letters 
ions such as Boys Town, the Tuberculosis Institute, the March of 
1 War Veterans, t eart and cancer appeals, and the appeals 


Dimes, the Disables 


of church organizations of all no ations Among the various postal serv 
ices third-class mail h I yme the educational and philanthropic medium and 


it would bea grave » witl most serious social consequences if this category 
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were to be made prohibitive. The proposed increase would virtually eliminate 
the use of third-class mail by many organizations and thereby throw an addi 
tional burden upon the taxpayer through the elimination of valuable com 
munity services, and I am certain that such is not the desire of this con 

In closing, I would like to add that our Boys Town post office is 
office, depending entirely on our mailing for its income. This 
hbstantially because practically the entire recei 
class mail is the direct result of our third-class mailings. 


creased very su 


UNITED STATES SED 
COMMITTEE ON APPROPRI 
Washington 25, D. C., A} 
Chairman OLIN D. JOHNSTON, 
Senate Post Onic and Civil Service Committee, 
Nenate Office Building, Washington, D. C. 
DEAR SENATOR JOHNSTON: I am enclosing a lette 
received from Mr. Alexander Nunn, managing editor of 
I shall appreciate your having the letter read t 
146 and want to 1 les iat letter and 


irds 


Hon. Lister HILi 
Nenate Office Building, Washinaton, 


Dear SENATOR Hi aim deeply cone 
postal rates 

I recognize the ta at ising costs are adding > the difficultic 
Office Department at that rates may have j 
IT am deeply con hed iat this upward adjustment mt 
to make it impossibl or our company to operate, 01 
subscribers 

Our publication is tributed wholly by mail. Bee: 
in the mail at irmi im, a i grent deal of our 
ZONES Our State wit! he largest circulat 
Which fall largely : 

S. 1046 as proposed | President Truman and Post 


would deal the Prog sive Farmer a knockout blow 


enclosed tabulation that if the bill were passed, it wot 


second-class post ) By the third year it woul 
wnnual costs You wi \ ote that over 40 pereent 
zone 4 I doubt 4 ’ i ubiicati n the country 
if the proposed inc 

We could adjust our eratio meet a reasonable increase in seco 
rates It is our sincere hope that vou can let this increase be low enough at 
gradual enough to permit readjustment on a sound basis. We feel that a total 
increase of not over 30 percent distributed equally over 38 years would be an in- 
crease that could be absorbed by our company. Such an increase based on 10 
percent the first vear and 10 percent each of the two following vears would per 
mit readjustment on a sound bh: lo be forced to make adjustinents on other 


than a sound basis would destroy the opportunity we are now enjoying of pre 


senting specific, helpful farm information and advice to more than 1,170,000 
farm families of t South (96,000 of them in Alabama). Such help and advice 
is most urgently needed in periods of stress, such as appear to be ahead of us 
Sincerely Vvours 
ALEXANDER NUNN 


Managinyu Edito 





H] 5 ; he SX 
Cx vhf R it j 


uring its fiscal year ending Aug 


2 
systems 1n o 


3 million farm 
ir committee give 


46, the proposed legislation 


issociation to 
t time, I at 
country 


service 





in the use i OS ! i = 2 the v 
penditure of % ast SOOO OU per veal 
of the smal Msi r-owned-and-ope 
100- perce! 
be a col 
(once 
pt 
the cos 
membe 
mated S1TU0,000 r a Here, too, 
dosts is a considera » item in the ope ration ¢ 
electric Cooperative 1 th country 
May I repeat that, as member-owned cooperati' 
appreciate the need fe meeting operatiotr 


willing to pay their share « expenses incu 


service lloweve »urge that these propose 


so that the rural electric Cooperatives will not h 
financial hardsh ps W ich would be an inevitable 
cent increase in post 

We appreciate ve 


incere!l 
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WEDNESDAY, APRIL 25, 1951 


UNITED STATES SENATE, 
COMMITTEE ON Post Orrice AND CIVIL SERVICE, 
Washington, Dd. 


1 


‘The committee met, pursuant to adjoul hment, at 10 a. m., 1n 
155, Senate Office Building, Senator Frank Carlson presiding 

Present: Senators Carlson, Underwood, and Dirksen. 

Also preselit ‘ J. \ustin Latimer, chief ( lerk and counsel: and Ne 
son B. Wentzel, Deputy Assistant Postmaster General. 

Senator CARLson (presiding). The committe will come to order. 

Our first witness this morning is Mr. Samuel Neusner, publisher of 
the Jewish Ledger Publications, Hartford, Conn. 

We are very happy to have you here this mot ning. You may pro- 


ceed as vou desire. 


1 
I 


STATEMENT OF SAMUEL NEUSNER, PUBLISHER, JEWISH LEDGER 
PUBLICATIONS, HARTFORD, CONN. 


Mr. Nevusner. Mr. Chairman and gentlemen, I want to preface my 
remarks with the statement that I came here of my own volition. | 
am not lobbying for anybody. I paid my own expenses. I came here 
not only representing the English-Jewish papers in America, but the 
Connecticut Editon al Association and one or two other papers. 

Senator Cartson. We appreciate very much your being here. We 
are glad to know that you are speaking for the other groups, and you 
may proceed as you care to. 

Mr. Neusner. The proposal recently made by the Post Office Di 
partment to mecrease t] 
which is now before Congress for action, will cause great hards 
to the small weeklies of America. 

During the past few years the increased costs of printing, labor, 
rent, supplies, and so forth, has made it almost impossible for the 
average small weekly to stay in business. 

The reason for that is that while the average concern meets rising 
costs by increasing the price of the item it sells, a small weekly news 
paper cannot increase its advertising rates. 

First, because the advertising rates in small weeklies are as his 


— 


. } “sy , 
ie cost of second-class mail by LOO percent and 


' 


as economics will allow; the space cannot be sold for more under 
present conditions. 

Secondly, the average weekly is recognized by the advertiser as a 
second or third cla 
after the advertiser 
magazines, and so forth. 


medium and S able to sel] advertising OnLy 
‘ 
l 


1 
| 


ias allocated his funds to the daily hewspapers, 
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It is only after most of the advertising dollar has been spent im 
the large newspapers that the advertiser will buy space in a weekly. 
: 8 ee EX llar 1 
Phe result is that a minimum of the advertising dollar is spent in 

weekly hewspapers, 

If the weeklies increased their rates they would get no advertising, 
or very little of it. The circulation income of the average weekly 
barely pays for the newsprint, handling, and postage. The sub- 
ecription rates are at a peak so that thev cannot be increased. In 
other words, while operating costs for weekly papers have been ris 

. | O} 7 
ng steadily. advertisn 
ame. Now with the proposed LOO pereent Increase on second-class 
rates, it will mean that the small margin of profit how enjoyed by 


y and subscription Ineome have remained the 


some weeklies w il] be v iped out, 
| would like to take our paper, the Jewish Ledger, as an example. 
Last Vear we did our oreatest volume of business since our papers 
were first established 21 vears ago. Our margin of profit on our total 
volume was about 214 percent, or approximately $2,000. We paid the 
post ottice about S1.500 for second-class postage. If our cost would be 
1! creased LOO percent for second class mail, if would mean that our 
cost would be about $3,000 instead of $1,500. In other words, if our 
volume is the same in 1951 as it was in 1950, our net profit would be 
reduced to about S700. 
This amount would be completely wiped out by an increase of 
salaries, made recently, and we would wind up the coming vear with 
instead of : I am sure that it is not the purpose of the 
ted States Government or the United States Senate or the Post 
Office Departm { Hit verish the weekly prarpre rs of America. 
Our b ircdel are 1} el ough how and it the LOI percent mcrense 
\ 1] have to close dow Nn. part cularly papers 
LO,000 to 20.000, who will have to take into 
condition ( f 
hnewspt ht 
1 


future 


] Swed ae 
if the newsprint market. In 
has g 


one up from S55 to S103 
olds for us insofar as newsprint 


be said about the increased cost of labor 


blisher expects the Post Office Department to 

Class rates. In fact. I have with me lette 

her of the West Hartford News, a weekly, 

publisher of the East Hartford 

Gazeti residen f ft Connecticut Editorial Association. 
These publishers > n{ a shght increase in rates to help the Post 
Office De partme g¢ costs, but 100 percent 1s no slicht 

crease, 

Both of the eel, as well as . that a 100-percent increase 
would be dan oy ' ‘Ts, as well as to the entire weekly field 
We feel that if the Post Office Department increased second-class rates 
for wee kly newspapers by 15 percent r YO percent above the present 
rates, that that oul e about the most that the small weeklies 
coul att ra 

We look t ns ss. as well ; he Post Office Department to recog 

} { small weeklies are in under present cond) 


in business and serve our countrv. We 


We w 


De Aoile (| . ‘ ‘news and editorial opinion to which ow 


} 


ey do not vet throug } another source. 
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You can only liave a free press if vou give the publishers an oppor- 
> i to remain in bunivibes. We don’t seek Government subsidies. 
We believe in free enterprise and desire to st: aR on our ability to meet 
world conditions. We feel that a 100-percent increase in second-class 
rates 1s too heavy a burden for us to accept. 

At best. a small weekly is a bare living, and if many of our papers 
are forced to discontinue publishing because of this proposed 100 
percent increase in second-class mail rates, it will throw thousands 
of us out of work. 

Most of us are in this business because we love it and because it gives 
us a chance to serve our communities. 

We hope that vou will recognize the position that our papers are 
in and will help us so that we may continue serving our community, 
our State, as well as our Nation. 

We have all cooperated with the Government in bond drive iy Red 
Cross drives, rec rut he drives, Us det cetern. \I thy of our wer kk es 
are sent free to servicemen throughout the world. Please help us to 
continue to serve. 

You can do so by Opposing a LOO percent increase in second Class 
rates for the weekhes of America. We have the greatest admiration 
and respect for the Post Office a In our community. The 
me utford Post Office goes all out to help us. Postmaster Heneghan 
s always ready to cooperate with us. We have no complaints. 

We are willing to bear a share of the increase in the cost of running 
the Post Office Department, but we feel that L00-percent increase in 
second class mail rates Is far bevond a s] are that we can stand and ve 
hope that vou will understand our position. 

] herewith present copes of the letters of Mr. lemovy 
Stevens and I assure vou that the sentiments a ticaa in Hy 
ment are those of any small weekly in America today. 

Senator Cartson. The letters that vou referred to. ; 
record . do vou have them here, sir? ; 

Mr. Neusner. Yes, si 

Senator Cartson. We will be glad to place them in the record 

The letters from the Connecticut Editorial Association. 
Hartford News, and American Association of Enelish-Jewis!] 
papers are as follows :) 

CONNFCTICUT Eprrortan Assoc 
Rast Hartford, Conn 
Mr. Samurr NVuSNER 
Publisher, the Jewish Leduer, Hartford, Con 


Dear Mr. NEUSNER: As president of the Connecticut Editorial Association 


in behalf of the newspapers of this State, IT would like to have vou express 
feelings at the wearing which vou are planning to attend in Washinetor 
morning regarding the proposed increase in mailing costs of newspapers 


It is m} unde rs funding you are planning to appear before the prope 

hearing in Washington this month and for that reason T an askin 
voice our opposition to the proposed increase 

There is the possibility that some increase in mailing rates justifiable but 
an increase of 100 percent over the present rates would work a hardship 
most papers, the weekly publications in particu lat LI] newspapers are 
faced with operating under an extreme increase in c and to 1 further 
the present almost top-heavy burden would be extren Vy unwise ar diffi 
stand 

I do not believe newspapers would object to a. I e sound readjustn 
of the present rates and it is my hope the p er authori Vill Tempel 
present proposal to one that is sound and fair 


Sincerely 
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AMERICAN ASSOCIATION OF ENGLISH-JEWISH NEWSPAPERS, 
Detroit, Mich., April 20, 1951. 
Mr. SAMUEL NEUSNER, 
Publisher and Editor, Jewish Ledger. 
Hartford, Conn. 

DraR SAM: Our members were pleased to learn that you are planning to make 
an appeal before congressional committees against the proposed hikes in second- 
elass mailing costs. Our press, which serves the Jewish religious communities 
of America, is, at best, struggling to be in position to render great service not 
only to the Jewish communities but also to the major causes inherent in Ameri- 
can traditions. Even a small increase in mailing costs will serve as a great 
handicap to us. I sincerely hope that you will be influential in convincing Mem- 
bers of Congress that the present rates should be retained. 

With best regards. 

Sincerely 
PHILIP SLOMOVITZ, 


West HArrrorp NEWS, 
West Hartford, April ,, 1951 
Mr. SAMUEL NEUSNER, 
Publisher, the Jewish Ledger, 
Hartford, Conn. 

DEAR Mr. NEUSNER: I’m glad to hear that you are going to testify on the pro- 
posed postal rate increases. Not that I feel we can automatically oppose any 
genuine effort to wipe out the postal deficit, but there are many valid reasons 
why the position of the weekly newspaper requires the most careful inquiry. 

Obviously in today’s inflationary market the average weekly cannot absorb 
any substantial increase in production and distribution cost And merely to 
pass on these increases to the subscriber and advertiser would be to defeat the 





purposes of the second-class privilege 


Many small! businesses in the little communities where weeklies are published, 
rely heavily on the paper as their princip: advertising medium \n increase 
n tes might mean that these retailers could not do as effective merchandising 





as they would like and would not, thus, prosper in the measure that health of 


e never Was a time when a high general level of information and under 
standing was so needed our democracy To me, that understanding should 
stal —! (d \ tC tiie om nit level The need for this Sy) end of intorma 

nh was recog ed whe the Government first established the principle of 
Ss} g privileges for newspapers. It is no less true today, ar 
seourage the renliatic newspapers by further inereas 
‘ g subse mn Cos we e doing mor ya disser e at th 
I Ia r k } | spaner justified it ple lit t 
ST é g hy ! tl s e be we W prose 
S ‘ l es iss privilece ! \ But you are eT 
fied | < S the rrow irg economics of 
e¢ | ‘ ( ‘ ove ill recasting 
} ? YT PSX 
Ss rt u 
Bier CLemMow. 
Publisher of the West Hartford News 
Senator Cartsox. Do vou ve any further statement vou desire to 
make ? 


Mr. Neusner. I also want to tell you that since T made this state 
ment rea ly ror the committee | ilso received 1 letter from the Assoe1n 
tion of English-Jewish Newspapers. We have 34 papers in America, 


and that lette substance sks the Post Oflice Department and thie 
Grovernment t hely us face the situation. 

I have a copy of our paper which is similar to the average Jew1s! 
paper. I want to en pl size the fact that 90 percent of our readil 
matter = weared TO serve our communities, In other words. we ao 


not t to run an over-all press. We leave that to the daily press of 











ADJUSTMENT OF POSTAL RATES 619 


America that meets the situation every day. Our papers are mostly 
papers to serve distinct communities. And while I speak for the Jew- 
ish press, I assure you that the same condition exists in the general 
weekly press. 

We are in a very, very tough spot. There is little we can do about 
it. We do not have money to spend. We cannot run publicity 
campaigns, 

I feel, and most of our members feel, that we can leave our fate in 
the hands of this Senate committee as well as the Post Office 
Department. 

Senator Cartson. Lam personally very sympathetic with the weekly 
papers in our Nation. They are greatly in the majority in numbers 
in our State. That is the kind of State IT come from. I have found 
that isthe sentiment around the table as I have heard it expressed. So 
I believe that vou can be assured that vou will get every consideration 
by the members of this committee. 

We do appreciate your coming here. 

Mr. Neusner. Thank you very much. 

Senator Unperwoop. Is it not true, however, that newspapers 
oppose classification of newspapers for rate-making taxation or any 
other purposes and have gone to the Supreme Court with that question 
because in some States where vou have had political controversies 
there have been attempts to single out certain newspapers by such 
classification to Imipose excessive tax burdens on them ¢ 

Mr. Neusner. I would not know that. Senator Underwood. T have 
never delved into this thing here, 

Senator Ioxp RWoOooD, | believe you will find that is true, It soa 
matter of pr neiple with them. 

Myr. NEUSNER. There has been an mcrease 1) second class rates. 
That was 5) or 6 vears ago when it went up about 50 percent, from | 
eent a pound to 114 cents. 

As | said before, 1 think that if the Post Office Department would 
charge even 2 cents a pound thes would not throw anybody out of 
business, but when you double the rates it isa very costly thing. Many 
of us, you see, When you do $100,000 worth of business a vear, vou will 
find that vou have always $50,000 or $20,000 on vour books, and what- 
ever profit you have is swallowed up by the amount that remains on 
youl ‘books. You never see any profit. All you get is a living out 
of it. 

If you increase your fixed costs such as labor and hewsprint and 
mailing and so forth, It hot only Increases the cost ot your doing busi 
ness, but vou have to find a source to vel that money from. because 
v hatever you make in profit is always on your books. It is impossible 
to collect all of vour money. 

In the normal department store they close the account in 30 d Lvs. 
You close the account on a weekly paper or even se nad them a I Lter, 
and you will never see them in your paper again. In other words, to 
put it bluntly, the weekly paper with all of its importance in America 
is actually a begear when it comes to getting advertising. 

Our paper, we feel, certainly serves our Jewish community. We 


t 
helped to put the TTnited Jewish Appea! over. We never charged 
{ 


them for advertising. We gave them the front page ot everyvth noe. 
Still you would not see advertisers flock to our paper. You still have 
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to go out and doa selling job and pay a terrific commission for advet 
It isa battle all the wav down the line 
putting this to you very bluntly and honestly. There is no 
Vay to tell it to Vou. You know the StOry of the weekly pres: 
America. There are probably 100 weeklies or more to every daily 


to every Magazine. 

meee Ca Lunit es. especially out » Middle West. if you take 

way the weeklies, the people have nahi: toread. They cannot get 

. Ne w York ‘Time s or even the Chi cago Tribune It is expensive. 
They have nothing else to read. 

So it seems to me that if you would look at it from that viewpoint, 
that the weekly press is a necessity in America. [I am not sure about 
the law. but the second-class law was created, I beheve, in 1879 or 
thereabouts for the purpose of helping smal] publishers serve the 
American people with an independent source of information, not a 
controlled press. We have no subsidies. We would like to run our 
business the same as any buisnessman operates. We cannot continue 
our business in a business-like manner otherwise. If we cannot, we 
vo under. That is what we call free enterprising. 

We look to yo uto help us ll hevery wi ay you can. 

I have talked to dozens of pub lishers throughout the State of Con- 
necticut We do recognize that the Post Office Department is defi 

itely entitled to an merease mM second-class rates and third-class 
rates, 

All of our subseription billings go out on third-class rates. They 
are going to double that 100 percent. We say nothing about that be 

brings in an Income. [If vou send out 5,000 bills you get back 

So it costs vou m iv! e S00 to cel the bills out. You vet 
S1.000 back. That is a profit-making thing. 

class mail rates, however. are a Very tough proposition 

We do ad witl yo to increase it LOO percent. 

Senator CARLSON. ‘e appreciate very much your appearance her: 
this morning. Thank } vou kindly 

Mr. Necsner. Thank you 

Senator CARLSON. ; oil hea ron Mr. George L. Wart 
pres dent. the Nation ‘ haw iat n of Sper lal Deliver \ Messengers 

Weare very vlad to have you back ag tit . 


STATEMENT OF GEORGE L. WARFEL, PRESIDENT, THE NATIONAL 
ASSOCIATION OF SPECIAL DELIVERY MESSENGERS 


Mr. Warr Mr. Chairman and ntlemen: The primary interes 
of the cial deli ar nessenvgers nS. | 16 relates to section t. which 
proposes defi ite in ‘ S 1} 1g ‘Iiveryv fees. and 11, which would 
transfer auth ‘it ‘rom the here to the Post Office Departme? t 
for fixi ates 1h al lal servi ‘ feel there is a better ap 
proach limination of the e para ‘ly small actual deficit of 


operating he pecs qdeivery service f in the proposed drastic in) 


creases on special delivery letters. We also feel that leaving authorit 
for fixing the > Fates Ith 1e OHGTeSS would he conducive te a better 
7 , ae ; ; ; 
publ reiationst it} a the public has ca night to he heard, which 
right is inherent 1 neressional action, and would not necessarih 


_ 9 , 
follow With respect aqrawing up Denartme | regulations. 
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The follow Ing chart shows fees applying LO spe ial del very mall 
both presently and previous to the present law, and the amount and 


percentage of increase proposed in section 4: 


Due to the conge fion of parr el] post shipments, especially iF reer post 


| 
i 


offices, there has been a great increase in the use of special delivery for 


ach parcels. Prior to the increases in express rates parcels const! 


tuted only about 10 percent of the volume of speci] delivery mail. In 
some offices parcels now constitute approximately half the volume. 
Reports Indicate the pt ent ovel all avernge to be between 25 and 50 
percent. While there has been increased use of the special delivery 
service for parcels, field reports indicate some reductions in the vol 
ume of letters, Expressions to special delivery messengers by patrons 
(and forme patrons na ite this decreased volume ts attributable to 
delayed service tnd ] “Olle nstaneces ho special delivery service 
whatever. This by reason of diversion of special delivery mail from 
special delivery messengers to « itv letter carriers for delivery as they 
make their regular rounds 

That is not done unif y bi is done upon occasions. Regula 


‘ . . . 3 . ‘ -_ 1} 1 
iohs only provide Tol iw first delivery } the mornings 


hey feel that the regul: ‘iter carrier would get there prior to 1 
time that the special delivery messenger might arrive because 
arger amount of mail and the place might not be open. 

Delays In service have been occasioned to a large extent by the as 
signment of unsuitable automotive equipment for making delivery. 


However, some of 1t goes much lee eT t} mn that De martmental ia 
| | 


] 


sistence on the use of such unsuitable equipment. and the ensuin 


ay de 
laved deliveries has removed much of the incentive of local officials 
to give special delivery nai the primary consideration to which the 
patron is entitled. 


The following excerpts are selected from the 


~~ 


large number of re 
ports received from me} ther a. ma VlVe A lear picture of the situation 


from the special delivery messengers’ viewpoint: One says: 


Our costs run approximately 20 cents per special 
ible savings could be made by proper supervision 
he special delivery servic ere is no doubt it could be run at a profit with 


pore sent fees 
Another says 


Cost per spectlab ili s 
1 make the cost gr 
eents each, and del 


they should get 
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Another one: 


For the entire year 1950 we had a total $283.76 more revenue than the cost of 
special delivery. We think there must be poor supervision in many larger offices 


or there would be no need for any increase in special delivery rates. 
(nother one: 


It is not possible to give exact information on the cost of deliveries specials 
here, This is due to the fact that no one on earth can say exactly what it is 
costing the Government to use the Gover! ied and the contract trucks 
in the special delivery service The best ¢ » 2 ( ewhere around 30 cents 
each. I realize that is outlandisl ly high, bu hi | t10n ft e extra cost of using 
trucks there are other reasons 

First, the special delivery department is “i as a training ground for every 
letter carrier that comes into this post office Aside from the three regular 
nessengers any man that has been it » ial delivery department as much 

nths is a veteran Te ha * Cust Tr Lie 7 Women ieay ng the office with 

20 specials and being go oa ir le C: even 6 hours. The regular 
nessengers deliver 20 special 

that we are 

the time is charged 

handling 

h post 

of our 

eck on the verity of 

supposed to be giving 

he Lauis here do not care 


when or how the specials 


From data submitted by the Post Office Department at this hear 
ing (Stateme! L—Special Study of Unit Costs of Special Delivery 


iy 


{ 
in 20 Largest Post Offices) it will be noted that the average of com- 


i ivery expense pr runit varies greatly. The lowest 
and the hig! ~4.1SS cents. ‘Two average 
1), and 20.390 cents 


artment for last fiscal year 
herefore their latest figure 

ry fees is unknown. How 

hey average revenues and expense 

ave been very close to official 

ved from our membership 

‘ents, which figure Is practi 

unit cost arrived at in Statement 

e" ssity for il ( reased sper ial cle livery 

reased rates appears to be based 

iscertalnment r The heures on the attached sheet 

were compiled from the last cost-ascertainment report, June 30, 1949. 
The cost-ascertainment report allocates to the various services a 

f general expenditures in proportion to the percentage of 

Obvior ly, any of these items of general expense 

he lessened even were there no special-delivery service. 
Therefore, we question the advisability of using them for purposes of 


postage ites 1M an el deave to equalize revenue 


raising the special-delivery fee on 
o 23 cents would greatly reduce the number 
which comprises approximately 75 percent 
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of the volume. Reduced volume means increased-unit cost. There 
fore, we suggest that in heu of the proposed increase on first-class 
special-delivery mail that the attention be given to the special-de- 
livery service, which its name implies. Much better supervision can 
be brought about in many offices, and this together with improvement 


of the service will, we feel confident. increase volume to the extent 
that all real deficit charged to this service will be w ; 

Senator Carnson. Mr. Warfel, you are ask neo tli attachment 
be made a part of the record ¢ 

Mr. Warren... That isa part of my statement; yes. 

Senator Cartson. The paper will be made a part of the record. 

(The table entitled “Cost ascertainment” is as follows:) 


COST ASCERTAIN MEN 


The cost ascertainment report of the Post Office Departme nt for t 
ended June 30, 1949, gives 120,176,204 as the number of pieces o 
mail handled, which represents 1.385 percent of the total 
transactions The revenue apportioned to special deliver, 
average of 17 
portioned expenditures rfioned revenue of SLO,7S1,2 


The apportioned expenditur to s] 


TOO1G cents per transaction, The report shows 


ippropriat 

Compensation to po 
Con yn nsation, ass 
Clerks 

First- and se 

Third-class oft 
City delivery cari 
Separating mails 
Unusual condition 
Rent, light, power 
Miscellaneous i 
Carfare and bieyele 
Special delivery ervice 
Operating force for public buildings 
Operating supplies for publie build 
Distribution—stamyp expr 
lransportation, 
Hquipment 

I 


General over! 


report, las 
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Senator Dirksen. Mr. Warfel, look at page 2 of your statement at 
This is ostensibly a quote from one of 

“The truth of the 
is costing to deliver 


the bottom, the last sentence. 
the messengers somewhere around the country. 
matter is that officials here do not care what it 
Ss vecials, and no one cares W hen or how the specials are delivered.” 

Mr. Warre.. Yes: that was his honest opinion. 

Senator Dirksen. In your judgment, do you think that is a preva- 
lent attitude / 

Mr. Warret. I do not think that exists in every office, but I think 
it does exist in that office. 

Senator DirkKst N. Of course, it would be a heimous attitude. 

Mr. Warren. Yes. I was eal in the selection of these. L could 
have quoted — os which were much worse than these, but I doubted 
some of the statements involved in them. These that are quoted here 
were from nein whom I knew or had received reports which when 
checked were reliable. 

Senator Dirksen. That sort of thing, of course, would go entirely 
to the morale in the Department. 

Mr. Warrevt. That is right. 

Senator Dirksen. I have talked with a good many boys in the serv- 
ce, both in the rural service and in the city delivery, and elsewhere, 
and that isa very unhappy thing. 

Mr. Warren. Yes. 

Senator Dirksen. I wondered whether you had any amplifying in- 
formation on that. 

Mr. Warret. I am confident that the statement is honestly given. I 
believe that it is true in that instance. There are a lot of offices where 
we have some wonderful supervisors, but, of course, the average run 
of man will v: r'y from one to the other. In some pl: aces you have an 

ecumulation ot some who do not care muc hy about doin a the riaht 
thing. In some cases there are obviously such conditions 
nator Dirksen. What is your notion about this increase in spe 
cial-del livery rates‘ 
Mr. \ ARFEL. My recommendation would be that the rate on first 
a to 2 pounds be left as itis. I see no objection to the rates 


=~ 


dienes 

is proposed Tor the increases 11 parcel post sent special delivery. 
Parcel-post packages slow down the delivery, both because of the 
prer knees whi h are being received, which you know Can 
(0 po nds and also because of the time tt tukes to place 
vour vehicle and take them out again. It slows down de 

verles tremendously. 

Dirksen. Among other things do vou entertain the theors 
leaving the rate on the first class under 2 pounds at the exist 


) 


ing rate and lett 14 the proposed mcrense stand for everything ove}! 


pound sin all other classes it will tend to discourage the use of sper lal 


delivery for that 

Mr. Warret L tt le the rate is high enough on parcels 
lally wi nditior xisting | he average large post-office 
Ct arcel 7 It is congested, both in 

v and outgol Oo. in most instances 11 lara cities. 
g spe al delivery they move it out of that congestion, You 
two different motives in sending it speci | 
be one. It mi elt just be to vet it out of 


1 


(SN Or it might be, and probably 
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is in most instances, both to get it out of the congestion and to get 
immediate delivery upon arrival. 

Senator Dirksen. How many special-delivery messengers are there 
in the service / 

Mr. Warren. Approximately 5,000. That is the last figure IT had 
That varies a little bit up and down. 

Senator Dirksen. Are they all members of your association 4 

Mr. Warrec. No. 

Senator Dirksen. How many are? 

Mr. Warren. | would estimate there are about 2.500 who would feel 
deeply insulted if we did not say they were members. Their member 
ship is, of-course, strictly volunt: ary. 

Senator Dirksen. How NATL dues-paying members do vou have 

Mr. WarrFEL. ae when I said 2.500, there are a little more thar 
2.500 dn our rolls, but every once in a while they will become a little 
delinquent and you have to carry them along. 

Senator Dirksen. So, gener: ally, you think you have 2,500 members / 

Mr. Warrev. We have ap; proximately 2.500 members. Whenever 
anything comes up for discussion they will get in and pitch, but as 
quickly as the legislative program is out of the way they forget about 
it until they get in trouble again. 

Senator Dirksen. How familar are you with the cost ascertain 
ment so far as the delivery service is concerned, that is, the special] 
delivery service? Under the appropriation title as you indicated 
here they made these allocations. The *y could be guesses. 

Mr. Warrev. Well, no: I would not say they are entirely guesses. 

Senator Dirksen. They would certainly be on the basis of these 
quotas you have in your statement. 

Mr. Warren. If you would permit me I would like to express it 
this way: It isan extremely difltc ‘ulty thing for the Post Office Depart 
ment to ascertain the exact cost on any of their services without going 
to an expense W hich would not possibly be merited. 

The way they select these figures is through a sampling of 
500 offices. It may not be perhaps quite that many. Maybe it is 
only 400. I have forgotten the exact number, but it 1s in that neigh 
borhood. ‘They have samples taken of different counts and they keep 
accurate records for a certain period of time, and then they use that 
in drawing up a report to cover the whole service. 

The reports which we have had from our membership on special 
delivery, which covers most of the cities, when you average those out 
on many of these things where we can check accurate ly, they have been 
pre ttve lose to the cost ascertainment. 

Senator Dirksen. Will you tell me how anybody in the Post Office 
Department in the Cost Ascertainment Branch can estimate the value 
of char service in the post office and then come with an item, operating 
force for buildings, $385,625, charged to the particular title. 

Mr. Warren. Of course, that is done strictly on the basis—— 

Senator Dirksen. In other words, you just use a factor, that is all 4 

Mr. Warren. That is all. 

Senator Dirksen. We have so much revenue from special, the gross 
revenue is so much, the gross expenditure is so much,and your expendi 
ture for special delivery service is S70 million, so vou just take a 
quotient ¢ 


Mr. Warren. Yes. 


some 
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Senator Dirksen. But that is not cost ascertainment. That is just 
monkey business. 

Mr. Warrex. That does not represent exact costs. 

Senator Dirksen. That is enough. 

Mr. Warrex. That is just something to sort of go by. 

Senator Dirksen. I was not interested in your particularization of 
vour answer. I was just interested in that much of an answer that this 
s largely guesswork and horizontal calculation which, of course, 
anvbody can do. 

Mr. Warret. Yes: that type of calculation. 

Senator Dirksen. | think, Mr. Chairman, that the cost-ascertain- 

nt report which is attached to his statement, as you have already 
done, should be made a part of the record. 

Senator Cartson. That will be done. 

Mr. WarreL. That is not quoted in any one pl ice 1n cost ascertaln- 

{ his is taken from a number of tables and put together so as 
yw the picture for our service. 
enator Cartson. Before Mr. Warfel leaves, Mr. Wentzel has just 


ie figures on special delivery Trom the 1950 cost-ascertain- 


udes the vear 1949. So lam going 


_ 
1 


sat this point in order that we 


from Mr. Herbert G. Pillen, 
vspapers of America. 


STATEMENT OF HERBERT G. PILLEN, PRESIDENT, CONTROLLED 
CIRCULATION NEWSPAPERS OF AMERICA, INC., WASHINGTON, 


f the committee. the 


ind semiwet kly nev 


[ am submitting a 


the papers 
1@ papel 
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every attribute of every other newspaper except that they are usually 
in an individual community and they are distributed to every resident 
of a community, so that we call them controlled circulation in that the 
publisher determines that everyone in the community is going to get 
a copy, Whether he pays for it or not. 

In the city of Chicago, citywise, there are more of these than any 
other city in the United States. And I expect in California State 
wide. So that you might have an idea of what they look like I show 
these to you. This is the Newton Graphic. There is one from the 
city of Chicago, the North Side Sunday Star. 

Senator Dirksen. Is this a comp lete paper ¢ 

Mr. Pinuen. Yes. Some of them are very much larger. I think 
you might be interested in one of the Gartieldian papers. | have one 
of those. 

That is another Chicago paper, 

That isa California one. 

‘That gives you a picture of what our publications are like. 

As I have indicated, the only difference between our publication 
and other publications is that we do not and cannot qualify for second- 
class rating because our pape rs are distributed free or mainly free and 
do not have a definite subscription list. Some of the people who read 
these are paid ebuiaditecars. In many cases that is true where you have 

definite delivery area and peop sle outside « of that area want to be 
included. 

The growth of the paper has come because of the fact that when 
vou get into these local areas you have this situation. Again, if I 
may use the eity of Chicago as an ex: amp! e, the Chicago Tribune, for 
example, has to write its news so that it will be of imterest to every 
community in the city and, therefore, the individual communi ity is 
left out. That same situation is true as to the advertising. If : 
has a store on the North Side of Chicago he may serve an area ia 
mile or two of his store. He is not intere a. paving for several 
million circulation in the rest of the city of Chicago. He is interested 
in some paper that will tell the local news ‘ae advertise the local 
stores, rather than be concerned with the other elements. 

Articles which are purely local to the community would not have 
space in the Chicago Tribune or any of the other large Chicago news 
papers, 

That is the basis of our existence and the basis on which we have 
PLTOWN. 

Most of these papers are 25 or 50 years in existence. 

I want to say that I recognize that this committee has a tremendous 


iob in trvine to set up not o} ly wy equitable rate solution for the 
papers, but also for the Department. IT want to call your attention 
to disertminations that we feel exist 

Kor instance, a weekly entitled to entry under second-class rates 
1? cle rthe pending bill. Ww ll. ifter 2? years, pay a rate of Zeents a pound 
for local delivery and 2 cents a pound the first and second zones, 
with a minimum of one-eighth cent per ¢ ypy. Our publications now 
par l4 cents a pound a | it proposed to make the m nimum 2 cents 
i Op) immediately. | other words, the Shik 1] | per im our group 

il] pay 16 times as much for a minimum-size paper as those entitled 
to second-class entry Not { rr the same service, b | fo} i tar Ol 
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service, The larger S1Z¢t papers VW il} par seven times as min h for In 
ferior local service, and over four times as much for first and second 
zone service. IT am sure you have in mind that publications entered 
in the second class get priority in handling while those entered in the 
third class are taken care of as time permits. 

It just isn't tair and equitbale to charge one customer so much mor 
for inferior service than other customers pay for a superior service. 
It certan hy isn't any greate! burden on the post office to handle one 
over the other. They are identical 1 ize and address ng and han 
dling. 

Of course, when you consider the free-in-county situation, our 
papers would be required tO pay a mith oT 2 cents a Ops for smal] 


S1Ze papers, while those t ntitled to second class rates would have the I 


delivery entirely free. 
Pean when von consider ' wctahlished “)] lled 
Eve when vou consider the rates established Tor so-called controled 
eirculation publications, we are discriminated agaist. 


The present law provides a 10-cent rate with a l-cent minimum to 
this class of publication. But the joker in the law so far as we are 
concerned is its limitation to publications with 24 pages or more. We 
meet every other requirement. Il] hav more to sav about this sec 
tio! later. 

I would like to demonstrate that for you. Here is a publication 
th il is entitled i try | nder the So-¢ ‘alled ( ontrolled Cireulation 
Section.” because it has 24 pages or more Here is four pages of a 
standard hewspaper. If I fold that down like that. I have a little 
more area actually than 32 pages of a magazine this size, vet if I had 


24 pages of a magazine This size | Can sel | t for lO cents a pound and 


1 cent minimum, but becaus this Sa newspaper and the area is 
spread out, talking areawlse stead of pageWlse, we have to pay L+ 


cents a pound, and under the proposed bill a 2-cent minimum, whereas 
if would be equal to 35Z pages ot t! is publicat Ol 

Our larger size publications are already paying an mcreased rate 
The poul } rate was increased to 14 cents effective January 1, 1949 
The present proposa| would o1 ly affect publishers oT small] papers- 


those consisting of 8 standard or 16 tabloid pages or under. The de 
oree of ncerease 1s show} +) the follow ng tabulatio 
Pr 
$ ~ 
Ww 
+ 
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One of our publishers points out : 


Our rural issues are invariably 4 or 6 pages, sometimes 8, never 10 or more. 
If the new postal rates went into effect I am almost positive we would be forced 
to abandon our rural edition because, for example, we never could expand our 
rates to include the additional postage expense of 33,700 annually, us indicated 
below : 


Present postage, 10,500 copies 


{ 
} Proposed 2-cent 
Pag | -rese % | eo extra exper nnuall 
: | Present cost | minimum Ex pom A et 
t 
i : i 
4 | $107 $210 $103 $5, 500 
t | 140 | 210 70 TOO 
& | 175 | 210 5 SOK 
t 


A letter which reached me from W. C. Waleutt, publisher of the 
South Side Booster of Columbus, Ohio, states : 

Papers Which are paid cirenlation are entered under second class mail and 
have a rate of 1 cent a pound 

An S-page S-column paper, such as ours, with 15,000 circulation per issue 
averaging 12 papers to the pound, would cost us, to circulate, $15 per edition 
if we were granted the same privileges. 

The cost of mailing as many papers under third-class mail is prohibitive and 
would cost us, under present conditions, $175 for our mail coverage if we used it. 

Our present distribution costs, by contract carriers, $97.50 a week. 

Since our newspapers contain approximately as much news as a paid circu- 
lation paper, We believe that we should be admitted to the mails under the 1 cent 
a pound rate, the same as paid circulation newspapers. 

The publisher of the Angola (Indiana) Reflector has this to say: 


The Reflector now pays more postage for its mailing each week than any other 
two or three paid subscription newspapers, combined in this country, who now 
get a rate of 1 cent per pound, plus free delivery on a part of their circulation, 
as compared with 1 cent a copy where they weight 14> ounces each or less, or 14 
‘ents a pound if they weigh more than that, which the Reflector pays. We are 
not opposed to the postal department getting on a break-even basis at least, 
but we are opposed to rates that will put us out of business or paying more for 
the service we vet than other publications who get the same or more preferred 
service for less 

Now, our competitors in the second-class field argue that this posta] 
rate subsidy must be limited to publications where paid subscriptions 
are involved. But let me say to you that where a publication lives on 
the income from advertising alone, that is without the benefit of sub 
scription income, it must either charge a higher advertising rate, 
or operate more efficiently. That hard-shelled businessmen are willing 
to support complete-c overage community hewspapers, is a demonstra- 
tion that they produce the results whic h justify the advertising rates 
charged. 

In the light of present high wages and newsprint costs these mer 
chants are not going to pay for advertising that does not reach poten 
tial customers. and which does not deliver customers into their stores. 
The fact that the publication Is delivered free does not decrease reader 
interest. IT certainly read with as much pleasure the books which come 
to me as gifts as those I pay for. I haven't been to a movie since I 
bought my television set. Now that the set is paid for, whatever I want 
to see is free. 

Actually, it is the contents of the paper and not whether the reader 
paid for it which determines its value. I need only recall the contri 
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butions of Tom Paine and the other pamphleteers whose writings were 
distributed in our early days, to remind the members of this committee 
that historically there is no basis for belittling free distribution pub 
lications. 

While for many years the courts encourage the belief that when a 
subsidy is given, such as is true of the second class mailing privilege, 
the Congress had unlimited power to establish standards which must 
be met in order to earn the subsidy, that theory seems to have heen 
s| aken if not destroved by the decision in the so called Esquire case. 
I take the liberty of quoting from an article which appeared in 54 Cali 
fornia Law Review, entitled “Freedom of the Press; Power to Revoke 
the Second-Class Mail Privilege.” Lhe article begins on page 451. 
and | quote from page 454: 

The second question is more troublesome, Can Congress declare and enforce 
tests of worth of the nature the Postmaster General claimed it had declared in 
the principal case (the Esquire case), as a requisite to the enjoyment of the 
second-class privilege? There is no constitutional right to cheap mail, it can be 

rgued. May not Congress demand a “special contribution” as a condition of a 
periodical’s ¢ njoyment of this subsidy’ 


The court of appeals in its decision considered and clearly answered this 


int Admitting that the subsidy might be withdrawn because Congress feels 
that the alleged benefits of wide « ulatior f periodicals are not worth the 

cost of the subsidy, the b \ lt I] (‘on sn 
dra a subsidy it was une ! obligation to grant, but it may not use 
iS a weapon to force compliat with its notions of what is worth while. To 
wa “merit test” would be to deny what is meant by freedom of the press 

dom of speech, said the cour 

| should like to suggest severa] amendment . which I feel would in 


easure overcome existing discrimination. 


First, it seems to me only fair that the controlled-cireulation pub 
1 
1. 


VW that Is section YY] (b) of itle ete 


9 iW, | 1 


itv s section of existll 
: Te } 1 } =e 
snourd be amenaed to inciude oul tvpe ot publication. In order to 


e effective, the present limitation to 24 pages would have to recognize 


l t it the size of the pages rather than the number of pages which 
(el mines content. It s obvious that a hewWspapel of 24 standard 
exception rather than the rule. Certainly there is no 
he l t rule t t a booklet with 24 pages the size of a 

c ul d to a special rate, which is denied 
Lp } \ ger and more legible reading sii} 
l urge t rore { S 4 hg tence of this section pro 
‘publications contaming 24 pages or more, or if in news 
] } for it a } i of 4 tandard or t tabloid pages, issued at 

reoulal tervals” and then continue as now in the statute. 

A. R. Robinson, publisher of the Weekly Advertiser, Decatur, TIL. 
makes this statement in a letter to me: 

Th : publ sher went to pre QO] that basis and then found out that 
that was not so, because she did not issue enough copies that vear to 
q ilify I want to read her statement 

Let 1 ell you of a happet t just occurred with my paper, of which 
I enclose two copies of a recent issue Mine is a weekly paper with a large per 
centage paid subscribers AS } I have not gone out after the rural peopl 
to get them paid as our paper is now in its thirteenth vear and we have alway 
sent ral papers through the pos fhice Most of this rural circulation 
no f ) I ind Decatur 

Our anniversary issue is the largest paper we have had yet and I had always 
been under the impression that our rate was to be 10 cents a pound over 24 


t 


pages Never |] ing gone into too thoroughly [I was greatly shocked 
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learn that since my paper weighed over S ounces it immediately became parcel 
post and they were weighed at that rate and IT was charged 10 cents for each 
or a total of $371.50 for the mailing of this one issue. 

In order to get a lower rate 1 understand the newspaper has to guarantee at 
least a 24-page paper so many times a year and with business conditions as they 
ure who can look into the future and tell what they will be. 

Mrs. Robison is, of course, referring to the 10-cent rate which ap- 
plies to controlled-circulation publications issued four or more times a 
vear. Apparently in practice the Department holds that every issue, 
or at least four of them, must contain at least 24 pages to secure this 
rate, though there could be justification for holding that a regularly 
issued publication is entitled to this rate at any time it has a 24-page 
issue. 

It is pertinent to add that a 114 cents a pound, as applied to second- 
class publications, this same mailing could have been done for three 
fourths of a cent each instead of 10 cents each, or $28.10 as against 
8371.50. It appears that out of a circulation of 31.251, Mrs. Robinson 
eaused 3,715 copies to be mailed into rural areas, 

So much for the controlled-circulation section, 

I suggest a new paragraph in section 3 of the bill, that is the third- 
class section. 

This would recognize the fact that we have a publication that dis- 
tributes news in about the proportion as second-class papers and pro- 
vide 5 cents for each pound instead of the 114 cents that is provided 
for the second-class publications and 1 cent per issue. I have even 
taken the liberty of writing a proposed amendment to cover that to 
show the area it should include, 

Sec. 3. (b) Daily and weekly newspapers which are circulated free in whole 
or in part, Shall under regulations prescribed by the Postinaster General, be 
necepted under the bulk mailing provisions contsined in (a) hereof for mailing 
in the same manner as comparable publications of the second class and in 
accordance with the postal laws and regulations governing the acceptance 
of second-class matter: Provided, That the postage charged thereon shall be 5 
cents for each pound or fraction thereof, with a minimum charge per copy of 
1 cent. 

This proposed pound rate is more than twice that proposed for 
second-class publications in the first and second zones, which is of 
course the main point of usage, and ae in addition a 1l-cent per 
copy minimum. It would not distinguish between zones. IT do not 
believe suflicient copies of community newspapers are mailed into 
other zones so as to make it important to the Post Office Department 
to require a distinction, though I see no objection to such a distinction. 
Its elimination would simplify the handling of the few copies which 
may go out of the second-zone area 

As an adjunct to either proposal, I think it would be helpful to the 
Post Office Department, and to the publishers, if a method of simplified 
mailing were made a part of the law. Such a simplified mailing pro- 
vision might contain the following: 

Then I have taken the liberty of putting in the proposed amendment 
to the law to that purpose. If you want to cover an area at this time, 
you have the occupant at 1820 Third Street in your city, and you ean 
get a complete mailing by putting in the occupant type of mailing, 
and yet in that instance the publisher has to print that occupant on a 
strip tape and apply it to the newspaper. The post office on the other 
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hand, whe ‘n they get them, have to sort and put each one at the right 
occupant’s house, whereas if you simplified the mailing you would 
turn over to the Post Office Department so many copies for each postal 
carrier’s route and he would do e xactly the same job without h: aving 

look and see that he got the right copy to the right person. It 


would seem to me it would save a lot of trouble on both ends of the 


line: 

Provided, That the Postmaster General may require that ch newspapers be 
oddressed in simplified form to (1) rural or star-route box hol lers se rved froin 
post offices having rural or star-route delivery: (2) post office box holders at 


post offices having city letter-carrier service, or (3) patrons of any post office 
having city or village letter-carrier service for delivery by city or village lette1 

carriers, with the name, box and route numbers or local street address omitted 
from the matter Provided, That each piece shows definitely the type of service 


desired and the area to be covered: Provided further, That postage at the proper 





rate is fully prepaid on the matter, either in money under permit in accordance 
with section 562 or section 579, Postal Laws and Regulations, or by means of 
precancelled stamps under the conditions governing their use, and all the pieces 


for the same post office are put up by the mailer, so far as may be practicable, 
packages of fifty, each package to be labeled according to the distribution 
t ret 


Che publisher would not be required under that situation to address 
each piece separately when entire coverage is desired, and the Post 
Office De partment would be relieved of the time and effort involved 
in “throwing” or separating the papers according to the carriers’ 





routes, 

One additional thought. I hope this ec ymmmittee will not discount 
the value of advertising in the American economic picture. Our 
competitors abroad have raw materials and mass production tech 
\iques, but what they lack is the selling combination of the highly 
skilled American salesman who gets products into the hands of 
tilers, and really effective make-vou-want-to-buy advertising, which 
vets the products into the hands of individual consumers. It is this 
‘ombination which has made mass production effective in our Amer 
an economy and which is lacking in foreign efforts. Advertising 
ewspapers and advertising In newspapers are sparkplugs in this sel 
ne machi eS. 


] 


I deeply appreciate this opportunity to present the views of ou 
issociation at this time. 


} 


Chis ves as vou will recall, we will pass the S300 pire product 


heure for Satu n industry. It is not a question of whet her hlass 
production makes it or mass distribution makes it possible, but cet 
tainly advertising and selling are great factors in that great con 
bution to the (merican eco} omy. 
One other thought comes to me as I sit here, that Is. it seems, rather 
mmomalous that at a time that we have price stabilization as a factor 
American economy we tell everybody, =e ou cannot raise youl 
price: in some cases you have lower them,” that in this one instance 


the small-s zec newspapers are to be told that they have to pay twice 
much for a commodity when business generally is being told that 


you cannot raise any prices. 


| recoonize that advert] ne is hot subiect tO price limitation but. 
¢] +] hs } ert) ‘ery 
the otnel hand, the peopie Who advertise cannot very well 
heir rates to the stores because the stores cannot absorb it. because 
ft 7 ~# t] ‘ iy nrices 
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Senator Dirksen. Have you examined the old philosophy behind 
the distinction between nonpaid circulation and paid circulation 

Mr. Prnten. I think the philosophy behind it, if I know what it 
is, is that if a person pays for something they are really interested in 
vetting it and, therefore, they use that as a measure to determine the 
interest of the public in securing the copy. 

Senator Dirksen. That, of course, could scarcely be a valid phi- 
losophy for the Post Office Department. 

Mr. Pitien. | do not think so. 

Senator Dirksen. Because vou are dealing with a service insti- 
tution. The job is to deliver and get the right rate for delivery. 
There may be a lot of people who might be more interested in a non- 
paid pub lication than in a paid publication. 

Mr. Pitten. There are. I can testify to that. 

Senator Dirksen. I think that is true because there are some tracts 
of one kind or another the at do not have second-class entry — night 


be called “throw-aways” that people are vitally interested j I am 
beginning to think there is saillae antiquated about that philos- 
ophy. I am beginning to get in line with the recommendations of 


the Hoover Commission that our postal regulations are on the an- 
tiquated side and require overhauling. I doubt whether those cis- 
tinctions today are valid. 

Mr. Puten, They have certainly made a lot of other changes in 
our economic structure since LST9 

Senator DIrnKSEN, It has become So complicated. I recognize there 
is a danger of trying to err on the side of oversimplification, but it 
seems to me like it becomes quite a business to look into the regulations 
every 20 minutes as to what is necessary. [ doubt whether the Post- 
master in his lifetime can become familiar with it. 

I am essentially interested in the philosophy behind it. That is, that 
may have obtained 75 years ago. 

Senator Uxprrwoop, Does not nearly every rate-making principle 
take into consideration large bulk goods; do you not have graduated 
advertising rates ? 

Mr. Pitten. You mean by the size of page ? 

Senator Unprerwoop. I am talking about an annual contract. If 
man is going to advertise with you all of the year, do you not give him 
a lower rate than you do if he just comes in and puts in one want ad / 

Mr. Pinten. Definitely. 

Senator Unprrwoop. If you know you have an advertiser all the 
vear around and he is going to use so much space every day and every 
week, you give a rate to fit that. Does not the post office get some 
advantage in knowing how many copies they have and the fact that 
they are going to have it every day throughout the year / 

Mr. Pruten. Our publications are issued regularly, the same number 
every week. 

Senator UNprerwoop. Tam not questioning that. Iam just bringing 
up the principle of rate-making. 

Senator Dirksen. I am wondering now what the advantage is. 
That is an interesting line of inquiry. 

Senator Unprerwoop. It is of interest to know that you are going to 
have the volume. 

Senator Dirksen. Yes. 
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Mr. Pitien. In our plant we would find it of advantage to find out 
how much copy is coming in because we keep our manpower on the 
basis of handling that. 

Senator Dirksen. You are running a private institution. They 
are not. 

Mr. Prien. Yes: we have to know our break-even point. 

Senator Dirksen. The undulations in the postal load are things 
that simply cannot be predicted, I have received as of now roughly 
60.000 first-class letters in the last LO days. I received 16,000 vesterday 
morning. Any kind of phenomenon on the American horizon can 
shuttle that load up and down. 

| do not know that there is any advantage 1) the Post Oftice 
Department knowing that. Asa matter of fact, 1 donot know whether 
t is information you want to know. Because if you try to calculate 
that, the only advantage would be that you might be able to calculate 
the number of emplovees that you may have l day or | week as 

Senator Unprrwoop. If it comes in at exactly the same time every 
dav and it woes out o} the same train ever\ day it enables them to 

moothly regulate it. However, if vou come in and put im 10.000 
papers mn expectedly, why, they will not have any way in the world 
nowlhng about that. 


Senator Dirksen. They cannot tell that some morning I am going 


AU AN) first clas etter: mn tne mall for local delivery ln one 
Senator UNpDERW | \ on second ¢ - 
Senator Dirksen. And I pav no more or no less than anv other 
( I am sticking the same kind of a stamp on it. It adds very 
! { d the bag for every man on the route. 
Mer. Pinten. That is true of this occupant delivery. They never 
\ \ omenpnods voile to sel a out occupant deliveries. 
Latimer. I know that it 1s not the intention of Mr. Pillen to 
crea lerstanding as to rates in second class, that is, existing 
rate e} 1 { (Wer » theell owever, OT | ( 
Oo I | l tand ne 
Ls eferred to the fact, t | at ms, he compared his rates to a pre ent 
e of ts per pound and to an accelerated rate that would ul 
niatelyV rea cents a pound mn second ela and showed how much 
it wasthan thisrate. However, I think the committee should 
ear in mind that that rate only applies to the reading part, the read- 
rcs ent 1 e eqdiTvol } eonrent “9 TO speak, rf the hewspaper ind 
the advertising content goes at a much hicher rate. depending 


pon the zone. 


Mir. Prniten. One and one-half cents proposed for the first and sec 


nd zone, for the advertising portion. 

Mr. Larimer. I see. In other words, you go on the theory that 
becaust vour papers do hot go beyond the second zone you would be 

petting W th the lowe} rates 4 

Nin PILLEN. TT iwisTr oht. Wi would never get bevond the second 
Or If we did, we would not object to the higher rates for the few 
yapers that vO out into those zones. 

\i Larimer. These publications present problems to the Post 


Office Department other than the rate structure: certainly adminis 


*?% \ , ] , 1 x} ] ] t ? 
trative provbienis., I do not know whether the committee wants to 
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ask Mr. Wentzel any questions on that. If you do, he is prepared to 
give you some information on that score, 

Senator Cartson. What is the desire of the committee? Do they 
want to hear him now or later? 

Senator Dirksen. We may have that later when we have the Post 
master General here. 

Senator Cartson. We have other witnesses here and [ think we 
ought to take care of the schedule. I would like to Inquire ot Mi 
Wentzel as to the Post Office Department problems, but 1f there is no 
objection, we shall 0 through with the witnesses. 

Thank you very kindly. 

Mr. Pitten. Thank you. 

Senator Cartson. We will next hear from Mr. William D. Patte 
son, The Saturday Review of Literature, New York City. 


STATEMENT OF WILLIAM D. PATTERSON, THE SATURDAY REVIEW 
OF LITERATURE, NEW YORK, N. Y. 


Mr. Patrerson. Mr. Chairman and members of the committe 
name is William D. Patterson. I am an executive of the Sa 
Review of Literature. a national weekly magazine publishes 
West Forty-fifth Street, New York City. This magazine i 
primarily to news and reviews of books, is res 


‘ _ 


’ irded us a 
journal of literary criticism in the country, and is deeply concerned 
with the world of books and publishing in general. Therefore any 
tha wv that concerns books of immediate coneern to the Satu 
Review. 

That is why we deeply appreciate this opportunity to pre 
views on the postal-rate problem as it atfects books. Let 
parenthetically, that as a medium s1Ze@ Magazine we have wh 


be enlled il keen pe! sonal nterest im the hy for postal rate 
(Ss, 1046) which Vou lave before Vol. However. | tunh 


{ 


only as a spoke man for books 

This committee has hea 
economle arguments and fact 
postal rates on books at tl 
preferred second 
arguments and facts 
and We as well aus the book pul 
couraged bv the latest statement 
the Honorable Olin ID. Johnston, 

| believe that brevity ean be th »S 

‘Therefore, to save the time 
these economic arguments 
stands that the Saturday Review subseribe these arguments and 
attaches great importance to them. 

Rather we should like to urge that it is sound public policy to foster 
and promote education, public understanding, and cultural advance 
1 facilitating and encouraging he distribution ot bo ks, Edi \ 
tional institutions, associations of educators, professional] assoc lations, 
and libraries have also a great interest in the distribution and there 
fore the social usefulness of books. ‘They have testified to that befo 
this committee, endorsing in effect this pubhe policy and explain 


the reat bearing postal rates have on it. 
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It was a cause of rejoicing when President Truman in his message 
to Congress on February 27 attacked the discriminatory clauses in the 
postal-rate bill and strongly urged an end of the existing diserimina- 
tion against books. 

The erit ical Importance of the mails tothe book business Was defined 
this way in an editorial in the March 10 issue of the Saturday Review: 


Few people outside of the publishing business, bookstores, libraries, and edu 
cational, technical, and religious institutions are aware of the vital role of the 
postal system in the distribution of hard-cover books After the substantial 
orders for new books and reprints have been sent by railway express or motor 
ks the post office takes care of the distribution of all small purchases and 
eorders mailed in packages which it would be uneconomic to send any other way 





Over 10,000 new titles are kept in print It is the duty of the Nation’s book 
stores and the larger libraries to have in stock a fair representation of this mass 
f literature of every type A large volume of books is also sold by mail direct 
the purchaser, especially in rural areas and sinall cities and towns in which 
there are no bookstores. Millions of books are sent out in this way every vear 
reat or small book clubs. It is obvious that a large part of the distribution 

f books throughout the country is dependent on the post office and that highe 
postal rates will have to be paid by the consume n addition to the steadily 
easing retail prices that publishers are forced to charge for their merchandise 


meet their expenses 


rument that it is in the publ nterest to have informative and eul 





ra terature distribnted as widely as possible is too powerful to be dismissed, 
Our cultural past and the knowledge and wisdom in the future will be en 
shrined as it always has been in boo 


Their distribution must not be restricted or handicapped. 
For the coming year the post office is faced with a deficit of over 
half a billion dollars. Some revision in the rate structure seems not 
only inevitable, but appropriate. 

‘| ne Nation *g book publishers, already h irassed by the almost pro- 
ibitive costs of printing and paper, urge that this revision also be 
the occasion for ending the cliserimination against hooks SO that they 
will enjoy the same treatment as the other vital links n the immense 
process of educating, informing and entertaining the publie. 

As a magazine devoted to the criticism, discussion, and dissemina- 
O} of news about books. we should like to urge that the bill pending 
hefore this committee should in justice to all readers and users of 
hooks provide tor the elimination oO! mitigation of the present dis- 
crimination against books. 

Under the standards of the law for second-class mail privileges, 
! amely, “published for the dissemination of information of a public 
‘haracter, or devoted to literature, the scien ‘eS, arts. or some special 
ndustry,” books certainly are one of the highest and most permanent 
forms of reading matter available to the public. 

I have this to add, Mr. Chairman. 

| prepared my Testimony on the problem of he ok postage rates be 
fore the introduction of S. 1569 by Senators Johnston, Douglas, and 
Dirksen, and before the scheduling of hearings before this committee 
on S. 1369 and S. 1335 for April 26 and 27 and May 1. Since these 


two bills both have an Important bearing on book postage, and I can 


ot again be present at these hearings, I should like to sav a few words 


mou them now. 


8. 1869 TO READJUST FOURTH-CLASS MAIL RATES 


1] | . ; . . ] exvs | . 1» , ' . +) 
All those interested in book |. J am sure, be very pleased by the 


troduction of S$. 1569 by Senators Johnson, Douglas, and Dirkse1 
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Senator Johnston's remarks on book postage in introducing the bill are 
very much in line with our views. Senator Johnston stated: 

During the present hearings on S. 1046, testimony was introduced against any 
increase in present book rates: in fact, it would not be hard to convince me that 
there should be some readjustment downward to bring book rates more in line 
with the rates on the reading content of publications in second class. Even if this 
is not done, I can see no justification for the substantial increase in the rate on 
books set out in the petition to Interstate Commerce Commission, 

It will certainly be an important step forward if the increased book 
postage rate and the we noht limit of 10 pounds how pen iding before = 
ICC are canceled by congressional action. We hope, of course, th: 
further steps may then be taken to place post age on reading matter in 
books on a basis of equality with reading matter in magazines and 
hewspapers by shifting books into the cate Ory of second-class mail. 


Ss. 6390, WEIGHT LIMITS ON PARCEL POST 


»)™ 


Now let me say a word about S. 1335 which proposes absolute weight 
limits for fourth-class mail packages of 40 pounds in the first two 
postal zones and 20 pounds in the third and succeeding postal zones. 
As long as books remain in fourth class these two weight limits would 
be very damaging to book distribution—much more so than the limit 
of 10 pounds on the flat book rate now pending in the Interstate Com 
merce Commission. This eens hit especially hard shipments of text- 
books to colleges, shipments t » libraries, shipments to larger book 
Stores, and shipments of enc ve iepah is and other large sets of books 

Irec ‘tly to the individual consumer. Some of these larger book pack 
ages might be driven out of the mail altogether, but because of the 
convellence and advantage of the parce l-post system and the high 
le vel of express rates, it 1S more likely, I think, that book packages 
over these weight limits would merely be broken up into small parcels. 
This forced reduction in parcel size would increase the cost to the 
post office for handling and to the publisher for packaging—and 
addition would Increase the ( onsumption ot already searce packaging 
materials. Thus every one concerned would lose and no useful 
pose would be served. 

I can understand the proble m of competition between express and 
parcel post, and I recognize that there has apparently been a coi 
siderable diversion of merchandise tratflic from express to parce] post 
in the past few vears as costs have iecreased and express rates have 
risen while parcel post rates have lagar cl behind. I should like tO 
point out however that this diversion of traffic from express to parcel 
post has not consisted of books. The f igures of the Post Oftice Depart 
ment itself show that book mailings under the book rate actually de 
creased from 191,000,000 pounds in the fiseal vear 1942 to 182,000,000 
pounds in the fiseal vear 1950. 

I trust therefore that if any action is taken to reduce the present 
70-pound weight limit for parcel-post books pac kages will not be 

nelnded in the reduction SO lone as books rematl in tou rth e iF ss, 

Of course, the book publishers are concerned and evervone con 
nected with the trade thinks it is economically valid that they « nyoV 
the priv ileges ot second ela ss category as reading matter. In fae Us the 
most basic form of reading matter that we have, 

] appreciate this brief Opportunity to appeal before the committe 
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That concludes my testimony, unless you have some questions. 

Senator Dirksen. I did want to make one comment on the bill that 
was introduced and on the observations made by our very good chair- 
man. 

I think we were pretty well agreed, since the bill before us was 
deficient in the sense that they had omitted any reference to fourth- 
class rates, that something ought to be done, at least, some kind of a 
proposal ought to be before the committee. ¢ ‘onsequently, it should 
not be taken, insofar as I am concerned, that that is a hard and fast 
proposal] from which we cannot deviate, but it does give us a starting 
point from which we can operate by having the matter definitely 
before the committee and asserting interest in and the authority of 
Con oress over those rates as well as over any others. 

ri matter was filed in the Interstate Commerce Commission, but 
t is cecal a job for us. 

And insofar as it asserts that authority, and secondly, that it gives 

L spl neboard from which to start, | quite vO along that it does 

ot mean that those rates cannot be modified by committee action, nor 
that I would not coneur in any modification one way or the other. I 
am anxious that we do something about it. 

Mr. Parrerson. We are gratified by that, Senator, because we have 
felt that it was fundamentally a matter of congressional discretion, 
1d that now in that sense it is form: lly before the committee. 

Senator Unperwoop. How much of the shipment of pacme is done by 
par e] post al ad how much by express, Col ul | vou m ake a guess on that ¢ 

Mr. Parrerson. I could not n ys an informed guess. 


I know from the viewpoint of » book publishers and every one 
connected wv ith direct mall, like a book clubs and SO on, that they 
fee] that the predom nant percen itage ot the book sh ipments, except 


the very largest, are by mail, and that the use of the mail in the func 
on of their business is absolutely indispensable. 

As to the exact proportions I would be guessing and I would not 
vant ton islead the ( ommittee on it. 

Senator Unperwoop. It is predominant ? 

Mr. P “TERSON., It is predominantly by mail. It is a decisive eCCO- 
hon facts W th the bor k pub ylishers and with the variety of book 
bs, large and sii ill, with bookstores and with schools, libraries. 


hiversities, vervone dealn gy wit] books. ‘| he bulks of their ship- 
ments come f] rough the mails. Therefore, the postage rates are a 
decisive factor in that 

Senator Unpt RWOOD., Has the purchase of books increased or de- 

ised: how isit ru ning now / 

Mir i ATTERS Th votume of books sold 11) the country has in 
reased s tantially The margin of profit, however. has declined 
espite the nerease n volume ( ‘sause of the increased costs of paper, 

hnting tall, al perso) 

I hh sa i \ boo! pub] ners ind seller t | if 
he rofit positi n of the nd try ah if al ndustry problem which 

fer oT co ern 70) hast. on other tronts, ilso. il thi Lime 

( (fUST! ! n tl of feel oO that if fundamenta ly in 
lucational service lathe same time beings industry they have to 

| vet rre ently } iblisher dicks beka which thes 
POINT To 1 oney on be ause they fee] that the hook 


met] ‘ri 1po ta { Say and shi ild hy access ble to the people, 
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It is a very real problem for them now to continue to publish 
these books, and yet they are committed to it and are doing it. That 
Is an Important service. 

Ie verything they can do to reduce the essenti; al and inese apab le cost 
factors they are dealing with means they will strengthen their posi 
tion to disseminate more and more books to the oo people, even 
though many individual books that the ‘y publish as a pub lie service will 
continue to be sold at a loss. It seems to me that is a sound publie 
policy, a service that the publishers perform. 

The mail rate and this whole question has been of acute concern 
and very anxious consideration by the publishers. They feel. and it 
seems to those who have examined it on behalf of the industry, 
nomic factors justify their position, 

Senator Unperwoop. I recognize the feeling of the publishers of 
books, but I am really more interested in the reaction of the publi 
Have you received any indication of how the public feels¢ Have you 
run any questionnaires like those that have been used so currently 
the radio as to whether they would like to have the rates raised 
think it 1s justified / 

Mr. Parrerson. We ran an editorial in the magazine stating this 
position for the books and the reader mail, and the comment that 
the editorial aroused was unanimously favorable, I think under the 
general philosoph, iy that has animated the past, that is, the question 
( f second class hhial ih} me privil eS, the avi ailability ot books ana the 
distribution through the postal system as well as newspapers and 


Magazines is i form of pu iblie polie \ ya the public endor eS. We 
lave not conducted through the magazi in this case, I can only 
speak there, any public polling or question uire on this service. That 

“an interesting point. In fact, | would like to consider the possibility 


or our doing that as an editorial feature, so to speak, on transmitting 
the results to this committee. a only thing we have is - reader 
mail which has been favorable, but that was not a formal poll 

Senator Dirksen. You keep in close touch with the price of books 

Mir. Parrerson. Yes. 

Senator Dinikst N. How does the price ot book: {oO the re ad a ther 
at the hook st I] or through the Book ot the Month ( lub oro her elul 
iow and 2 years ago, compare in ratio with the appreciation in living 
cost : does it bear a relationship or not, assumin 1g that in that period 

| 


of time the cost of living, including all items such as compiled by the 


Bureau of Labor Statistics, has gone up 30 percent, would the cost 
of books in a comparable period a | 0 have fone up >) percent ¢ 

Mr. Parrerson. The cost of books has in eased. 

Senator Dirksen. I should not say the cost of books: I should say 
the price of books. 

Mr. Parrerson. I was just making two factors. Ene price is the 
Cost. The cost to the publisher has increase Land, ther ae the price 
tothe public hes mere ist i li has il ‘rea ed sharply, | Cal iv. Rs for 
example, the standard pri » of fietion used to be approximately S2.- 
ind todav it is 83. 83.50. And we have larger selling works which 

ve Onrye up tom I} » bye t selling book IS S450 

A other iveas there is consumer resistal e to tl ; \t 1 
Lhiiie t hie by al eve 1) e on book t | t torn hy on | 1 ft } 

oximately O0 co} of a book te { by) ik evel oO g ] 
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LO.Q00 copies. At the same time, the sales of books of titles, so-called 
best sellers, have declined. When vou had a best seller that did 100,000 
copies, today you can have a best seller at the top ot the list with 
HOO00 copies, 

\t the same time, the number of titles runs about 10,000 a year that 
are published, 

Chere has been a great rcrease in nonfiction sales and a Compara 
tive decline In fiction. 

So the books are selling over a period of years in larger volume, al- 
though there has been a decline since the war vears. In the long view 
t has been an increase in the volume of book sales, but it has not been 
commensurate with the other factors. That is what you would an- 
ticipate. 

The America 
other nations witha high literary rate. 

Both the cost and the price of books has increased substantially. 

Senator Caruson. If there are no further questions we appreciate 


public per capita does not read as many books as 


very much vour appearance before the committee and the information 
vou have given us. 

Mr. Parrrrson. Thank vou, sir. I appreciate the opportunity of 
elng here. 

Senator Cartson. We will next hear from Mr. Angus McDonald, 
assistant legislative secretary, National Farmers Union. 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE SEC- 
RETARY, NATIONAL FARMERS UNION, WASHINGTON, D. C. 


Mr. Mi Don ALD. Mr. Chairman and members of the committee, I 
am here to present the position of the National Farmers Union in re 
gard to proposals which would increase rates on all classes of mail. 
| would like TO include the proposal to in rease rates on fourth class 


mail although that specific proposal is not included in the bill under 


Ie Ist of all, | would like to mdicate Wii\ all ot these proposals nre 
of particular interest to members of my organization, and to also indi 
eats hat we in the Farmers Union believe should be general policy 
of the Con oress in regard to the entire postal system. 

Farmers, it is well known, depend more on the delivery of all classes 


of mail more than any othe) seoment of the population. In Many 


i : 
areas, ce spite the Tree ndous technological progress that have been 
le, farmers would be almost entirely cut off from contact with the 


vorid if it were not for the postal system. The postal system, we 

believe, was devised as al institution that would hot only bring 

eeded services to all of the people, but would serve as an agency which 

ould bring about economic, commercial, and cultural development, 
the end contribute a great deal toward national unity. 

the ¢ ountry, the exploitation of our na 


rm —_ 1 : ; eo) 
The rapid deveiopment oT ti 


I resources, and the ade velopment oft our agriculture would have 


hiposs ble without po tal service. Karn rs have leal ed hear ily 
on the post il service since its Inception, ind have considered it so vital 
| thel! na ¢ Ol) htercourse, that they brought about suf 
ficient pressure on the Congress to institute the so-called rural free 


cle very PhIs part ila pul OT the Wn tai service has hee] ) cod 
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send to farmers. Prior to delivery of mail at the farm, farmers were 
often cut off for a period of weeks from the nearest postal fac ilties. 

Kor these reasons, it seems unsound to conduct the posti il se rvice as 

business or commercial institution. It mes never been the policy of 
the Congress to make the post office pay its wi d we feel that there 
Is no more reason now for putting the a ollice on a paying basis 
than there ever was 

Senator Dirksen. Is there some authority for that stateme a that 
last sentence ¢ Phat is that it has never been the policy vy ot the Con 
gress to make the post office pay its way. Or is that just an aka 

Mr. McDonaup. LT know that there were a few years according to 
my information, when the postal service showed a surplus. I think 
these were very exceptional, 

It seems to me that if this had been the veneral policy of the Con- 
gress to make all classes of mail pay their way that it would have 
perh: aps elimini ated franking privileges, and so forth. 

I renlize this is a veneralization. 

Senator Dirksen. I was going to say I did not want it to go w 
challenged for the very good reason that after 12 vears on the Hk 
Appropriations Committee [T can say that we worked like beavers to 
see if we could not get this thing. So I would challenge that 
matter ot policy. The fact that it was not consummated 
another thing. Iam speaking now of policy. 

Senator Unprerwoop. How manv members has your organization 

Mr. McDonaup. Around 450.000, 

Senator Unprrwoop. Could vou cireularize them in 
publications, put a questionnaire mn there -they are 
pavers and find out from them whether they would rather 
this through taxes or pay for it through increased postal rates 
Is the whole question involved. 

Mr. MceDonaup. Yes. sir. It has always been a problem, of course, 


on any particular bill as to what position we should come here and 


? 
i 
} 


take as legislative represel tatives, Ef issn covered 
by re olution 

So far as | know, the members of \ 
eally considered this Ssile. However. 

Was A] hoarc meeting ot the Farmers { 

Nearly all of the State presidents were here. 

lation with them and explamed what | thought 

be, inh eenernl covered. the points which are covered 
was ho disagreement from these ofht intls, Be regard 
that I outhned to them. 

Senator Carison, [ will state that vour State president of Kansas 
was in and called on me, Mr. Fortune, and did state that they were 
interested in this particular program. 

Mr. McDonaup. Yes, sir. Mr. Fortune wa 
the group, when T outlined the problem tl 
LTess LOW 1 regard Lo postal rate Provision 

Senator CARLSON, You biay proceed 

Mr. McDonaup, Whether or not the p 
should be the crite n that we ulcl eulde th 
Lf all ‘lasses of m l are Wt onu ompletel 


class of mail could be delivered to any 1sola 
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It would follow that those who needed the mail service most would 
vet the least service. 

We do not believe, on the other hand, that the consideration of cost 
should not enter in. We beheve that the current annual deficit of 
over a half billion dollars is far too high and that the committee 
should entertain these and other proposals to put ce rtain classes of 
mail on a basis whereby the subsidy would either be eliminated 
creatly reduced. 

In speaking of subsidies, I am thinking ang ularly of second class 
matl, which, as the President meaty out in his recommendations on 
February 27 of this vear to the Congress, is saat a subsidy to adver 
tisers. We see no reason why commercial groups Who are making 
handsome profits should be heavily subsidized by the post. office. 
We, therefore, suggest that the committee con isider ereatly increased 
rates on newspapers and magazines, particularly those that are car- 
ried on for commercial purposes, We do not believe that the rule 
should be too rigid so as to require all pub lications to pas the entire 


postal costs. However. pu blications eas h have as much as 40 per 
cent of their pages devote d to advertising. we feel, shoul dl be required 
tO pay their way. It is significant that the largest part of the de fen 
is accounted for by pub ications which carry a large proportion of 
advertising. As a practical matter, the Congress should greatly in- 
crease rates on this type ot material in order to reduce the deficit. 
Turning to the bill itself, we feel that the proposal to increase rates 
on postals from 1 cent to 2 cents is equitable since 90 percent of them 
are used for commercial and advertising purposes. As already in- 
dicated, we favor great ly increased rates on new spapers and magazines. 
However, we feel that the rate should be roughly in proportion to the 
hich is normally used for advertising. 
We also feel that some special provision should be made for non- 
profit publications. We fail to see why publications of our organi- 
zations would require the same rate as publications of newspapers and 
rn XK iwazines W hich are sold ata profit. Edueational, nonprofit, relimious, 


space W 


charitable and fraternal publications should not be measured by the 
same Vi irdstick as, for stunts . the Saturday Evening Post. Many 


of the publications of my organization and similar organizations have 
very slender financial support, carry little or no advertising, and 
doubtless wou'd have to suspend publication if the rate were substan- 
tially increased, 

We see no reason why rates should be increased at all on fourth- 
class mail. Looks and parcel post are e ntitled to spect: aed ideration. 
Books normally carry no advertising and are entitled to be placed i 
the educational category more than any other type of mail. Eenese- 
ing rates on books in accordance with proposals which the Interstate 
Commerce Commission is considering would be inequitable and unfair 
and would place a burden on tarmers and others who use the parcel 
post. It seems unfair to us to saddle this particular service from 
which farmers. school children. and all others who use books benefit. 
when at the same time various industries are enjoying handsome sub- 
sidies. 

In this connection I call your attention to a statement submitted to 
the Interstate Commerce Commission on January 4, 1951, in regard 
to the proposal of the Postmaster General for an increase in rates on 
fourth-class mail. 
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I would like permission of the committee to file a statement that I 
made before the Interstate Commerce Commission and have it inserted 
in the record. 

Senator Carson. If there is no objection, it will be inserted in the 
record at the end of your statement. 

Fourth class mail, it appears, from studying the history of postal 
rates, has been heavily discriminated against over a long period of 
years. Increases, I understand, in the last decade have amounted to 
over 3500 percent while at the same time second class mail has ese iped 
the attention of Congress for more than 20 vears. 

Finally, 1 would like to suggest to the committee that it consider th 
matter of subsidies which the transportation industry is receiving 
because of 01 ercharges to the Government. | eall attent ion to a state 
ment made before this committee on April 26, 1949. The Solicitor of 
the Post Office Department described certain overcharges from whic! 
the railroads were benefitting as follows: 

Hearings Before a Subcommittee on the Committee on Post Office 
and Civil Service, United States Senate on S. 1596: 


The law, as it is now written, requires the Post Office Department to pay the 
sume rate for the empty return of mail cars which it pays for the full movement 
If we have, say 500 cars going from Chicago to Los Angeles, we use only 300 o1 
the return trip, the 200 remaining are returned by the railroads empty and they 
get the same rate as if they were full of mail. Now, the rate has been so high for 
mail that the roads have deliberately turned down other traffic and run those cars 
back empty, no matter what condition the company was in at the time. It is a 
deliberate and viscious feather-bedding 


In summary, | would like to repeat that it should be the policy of the 
Congress to treat the post ollice as a service agency, not one Carl ied on 
as a business, and that educational material and publications of non 
profit organizations should receive special consideration : that farmers, 
because of their isolation and the nature of their occupation, should 
not be forced to bear the entire cost of the service classes of mail which 
they ise, 

(‘The statement of Angus McDonald referred to before the Inter 
state Conunerce Comuinission is a follows:) 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE SECRETARY 
NATIONAL FARMERS UNION 


As a representative of the National Farmers Union, 1 would 


the disapproval of my organization of the proposal of the Postmaster General 
to bring about rate increases for fourth-class mail. We believe that this pro 
posal is both unsound and untimely, and that it attacks the problem in a piece 
meal and unfair fashion. 

We do not believe that the Interstate Commerce Commission is bound as 
a matter of course to approve the petition of the Postmaster General. If the 
ICC must rubber stamp this proposal, we do not see the point of referring it to 
the ICC in the first place, nor of the ICC in entertaining objections to it. 

Before [ comment on the proposal itself, IT would like to say a word regard 
ing the historical policy of the Federal Government in regard to the service 
the farmer receives from the post office Che Federal Government has long 
recognized that the geographical position of the farmer and his relative isolation 
necessitates a recognition of the fact that the farmer is entitled to some special 
consideration. Delivery of mail at a moderate charge is of more importance to 
the farmer than any other segment of the population, Farmers in many areas 
have no other service available to them as far as the delivery of parcels is 
concerned, They do not live near railroads nor express offices. They are de 
pendent in large part on receiving packages through the mail. It is commor 
knowledge that farmers more than any other group patronize the mail-ordet 
business 


like to register 
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The unique position of the farmer was recognized when rural free delivery 
was instituted Chis service was not instituted as a money making proposition. 
The Government ve the farmers rural free delivery because of their relative 
solation. The Government has not only brought to the farmer special mail 
services for educational and cultural purposes, but to bring about an expanded 
trunsportation of food products in interstate commerce The Government, 
actually, at one time passed a law providing that rural carriers might trans 
port food yn miuects at j ed rates I quote froma law enacted on July 2s, 1916: 
I—UN s ; Cope, Secrion 241 
S 4] experimenta insp ition of food products During 
e 12 nths me ct ¢ Februa 28, 192 he Pos aster General is 
i to ¢ du expel ents lie erati f not more than 50 rural 
. I ! ( by ni said experiments shall be designed pri- 
deve ) d toe oe S] ition of fo products directly 
f i ‘ ) Sul r vendors nd the Post ster General shall 
‘ neces ble during the progress of said experiments, he is 
‘ ho a “ j l l ber or a tf said routes as he 
cit ‘ It ~ i eNTel = tie l i\ deem \ sable the rite of 
ure food preducts ed direc ‘ Su routes for delivery at the post 
fice ch ‘ es Stal l ow the rural carriers thereon a 
I n the p xe so received at such rat is the Postmaster General 
iv pres e, whicl mmmission sha iddition to the carriers’ regular 
rie hie e the carrier oO ymmissions shall be determined 
eC! 1 nd regu ons to be prese1 by the Postmaster General directly 
he p } eS rhea mnt so prid shall in no case exceed the actual 
ount of revenue der i his ¢ erimental se ce 
I do not cite this le ! Lis n operative, to indicate that farmers 
! d elve sucl a ol lel | i) merely to indicate that the Con 
ere i one ns f ers were entitled to special consideration 
\s dis ‘ ibove he proj] of the Postmaster General be 
‘ eks the pre na ‘ shio According to the Post 
(7ene SOV t ere mmediate need for au general revi 
nm « ostal rates. He that furthe SeS a) reatly needed all along 
me th h second iird ~ iil exceed losses on 
oo : Since he o ‘ neren s¢ fi iss Tail, his 
' I rs hat thre (congres om l oO request the 
e { ® i 0 S foun 1 mail How 
ve 10 on 1} nal F i ( lle which se to i 
1 pro] ! t factor f we Considered \ pres ~ 
e sets d ! ha 1 té ! t promote service to the 
t ‘ op l I ~ il b> ia 1 tt 
I Ss a I I ! ri schoots are Co 
t | \ ‘ rré ii¢ ( inspear ( tho ks for the ele 
. ’ = f} ‘ by i e! s in the East It w 
rin ( Sou nd West that are far 
‘ i eit ~ T 
a ‘ ft should be treated differen fre ther mat 
We « nk tl Gove ( ho ke prefit on transporting 
‘ ‘ lt i Postt ster Grene! | self, recognizes that 
lin ! iterial sl e treated differently from other material. His pro 
a se i ) I ‘ jected to the incrense I 
( ‘ o tl ‘ ‘ j iste Cree i n Which he says thi 
Vy books s ‘ excepted nd J te n view f the long-establishes 
( res ( ) ura l book ; 
| S exceptior ! Po st (ht rn loes i ‘ 
t I pit tha t ik i wo] ire en i ) i 
( =s iy } es Text “ f } 
( le pyre ! P (xt ey a 
\\ i ‘ ( | ts i - l it either d 
I it least hold uy ( eSs lian me to act. It is o 
( stunding leg 0 roy ! l gem revi m oof postal rates 
Lye I \ 1 | ‘ nown fa rant the hole 
|’ ] ( pe \ now } the enson 
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that the Post Office incurs losses on certain types of service is that it heavily sub- 
sidizes other services, I refer to the railway-mail rates, to subsidies given to air 
lines, to costs of official penalty mailing and franked mail. It seems unfair to us 
to saddle these services from which farmers in general and schoo! children bene 
fit, with the cost of subsidizing various industries 

Senator Caruson. Are there any questions ? 

Senator Dinxsex. In your last paragraph I noticed that you say 
we shall treat the Post Office Department as a service agency, not as 
a business. 

Mr. McDonatp. Yes, sir. 

Senator Dirksen. If it isa service agency certainly you would want 
it to serve all people alike: would you not ¢ 

Mr. McDonaup. Yes, sir. 1 think what I had in mind there was 
that it costs a great deal more to carry a package or a letter to a 
farmer in an isolated area than in cities, for example, yet I feel that 
the farmer should not pay more, The Government might lose heavily 
In that operation wn Just break even on the other operation. 

I think I indicated in my statement the factor of costs should 
considered but it should not be the prime consideration. I think it 
should be secondary. 

Senator Dirksen. That is not quite the temper of the logic of your 
last paragraph that because of geography and isolation and the na 
ture of the occupation there ought to be preferential treatment. With 
that, of course, | can agree. If it is VvoIng to be a service agency, then 
in the interests of uniformity it has to serve everybody alike. 

1 do not at the moment quarrel, of course, with the contention that 
perhaps we should extend preferential treatment to publications of 

kind that are nonprofit and that are intended for the diffusion of 
culture and religious instruction, and so forth. ‘That argument is not 
predicated upon preferential treatment for a class, because you have 
got to make it uniformly available to eve a 

Mr. McDonaup. I think our difference is a matter of definition of 
the words perhaps rather than a difference i principle. I certainly 
would gO along with your thought as expressed that everyone should 
have equal treatment. There should be equal access to services, but in 
br IngiIng these services to all of the peop le, CLV ine the fellow 50 miles 
from the railroad just as much service as someone in the city, you 
naturally would have to spend a great deal more money. That is what 
[had in mind. Perhaps I stated it badly. Even if it costs five times 
as much to bring a piece of mail, a parcel, to a farmer as to someone 
living in New York, I think that service should be continued. 

Senator Dirksen. I certainly do not want to ‘an it on the ground 
of class. That is the reason I challenged that, because if you do you 
are headed for all sorts of trouble in the ee Then we have b egun 
a bundle of vertical preferences. 

Mr. McDonavp. Lagree. 

Senator Dirksen. But this question of ace vessibility of ever ve itizen, 
whether he lives in Chicago or on a rural route down in my county, 
he should have equal access to those things. So it is making ‘available 
to him at that point something whereby you may give him preferen- 
tial treatment. 

Mr. McDon ALD. Yes, sir. 

Senator Cartson. Mr. MeDonald, we appreciate your appearance 
before our pemnanities on behalf of the National Farmers Union who 
are particularly interested in a great segment of our population. 


‘ 
‘ 
} 
ih 
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Mr. McDona.p. Before I leave, I should like to make one brief 
comment on the bill which I believe has Mr. Dirksen’s name on it. 
It was just handed to me a moment ago. I think this is the one. 

It appears that this bill does answer a number of the objections that 
[ raised in regard to parcel post. 

Senator Dirksen. You heard, I suppose, my observations a little 
bit ago to Mr. Patterson ? 

Mr. McDonavp. Yes. 

Senator Dirksen. We just wanted that to be clear for the record, 
that we want a starting point, and then to reexamine all of the pro- 
VISIONS ¢ { it because | ao helhieve that this bill Is not complete unless 
Congress also deals with fourth class. 

Mr. McDona.p. Yes, sir. 

Senator CARLSON. We again thank you. 

Mr. McDonavp. Thank you. 

Senator Cartson. The next witness is Mr. C. L. Asheraft, president, 
Nat onal Rut il Letter Carriers’ Assoc ation. 


STATEMENT OF CHARLES L. ASHCRAFT, PRESIDENT, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION 


Mr. Asucrarr. Mr. Chairman and members of the comm ttee, this 
s the only organization to speak for the rural carriers of the Nation. 
| would like to have this statement made a part of the record and | 





Senator CARLSON. It W 1] be made a part of t ie record. 
The statement of Charles L. Asheraft is as follows:) 
Sra ( CH I \s . PRESI » NATIONAL RURAL LETTER 
Ga s’ ASSOCLATIA 
members of the committee, my name is Charles L. Asheraft 
esice of the National Rural Letter Carriers’ Association, an independent 
pos recu mporar sub red rural ear 
\ OU-pe | s members ed on 32.559, the 
routes he | States mal Rural Letter 
\ s the o d only offi« tive of the Rural 
I ( rs of A rit No other persor sanization has been author 
d by tv consent or ¢ tion to act fo speak in behalf of, or in any 
pt to represent the rural letter carriers of this Nation. Every 
seve an board is a regular rural carrier, qualified by actual 
experience to intelligently represent our membership l have been a rural carrier 
I desire place our organ tion on record favoring the principle of a postage 
to ne the receipts of the Post Office Departn ent somewhere near the 
perating expense rhe postage rates have not been advanced in keeping with 
salaries which also need attention at this time if the Government carries out 
principle of fair practices expected of private industry Postal employees 
not permitted to engage n outside emplovment that will involve unfair 
pe . principle also as applicable to the employer. ‘The rates of postage 
ged on parcel post cannot be met by a common carrier transporting the same 
wrchandise, if he is to remain business, nevertheless, he must assist in 
lefraying the loss incurred by the Government while handling the goods, he jus 
Wi r losing I oss now being suffered by the Post Otlice Department 
he transportation and delivery of second-class mail is also being borne by 
not afford to subseribe for the publications or magazines. The 
ass muil, advertisements, must also be shared by small-town 
erchants, who perhaps, Cannot meet the prices of their competitor’s advertise 
ent, still they must assist in defraying the cost of mailing the circulars. 
One-cent Governinent cards are being sold at a loss of between 1 and 2 cents, 
to whose advantage? Eighty-five percent of them are being used by indus 
trial concerns and municipalities to send statements to customers. , 
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It doesn’t take an expert in higher mathematics to realize that the larger the 
volume of mail handled the greater the deficit, which leaves but one solution 
to the problem. If the Post Office Department is to be run on a business basis, 
postage rates should be adjusted accordingly. If it is to be run strictly on a 
service basis, an adequate appropriation should be made by the Congress to 
provide the type of service desired and not muke it necessary for the short 
heavy-rural-route carriers, serving suburban areas to work 12 or 14 hours a day, 
G days a week, jeopardizing their health for no additional compensation. 

This group of employees is comparatively small but they have really taken a 
beating due to the limitation on the finances of the Post Office Department which 
will not permit the expenditure for adjustments to afford the necessary relief 
This group of rural carriers are serving in excess of 900 boxes each from which 
as many as 1,400 families receive mail. Third-class “boxholders” mail dis- 
patched at a low rate of postage must be delivered by these carriers, not one for 
each box, but one for each family on the route which necessitates the carrier 
determining the number of families occupying a tourist park or a trailer court 
and counting out circulars accordingly. This type of mail is frequently ad 
dressed to occupant, “street and house number,” which requires directory service 
that should not be afforded to this type mail. I recommend that 8. 1046 be 
amended to provide that the delivery of third-class “boxholder” mail be limited 
to one identical piece for delivery to each box served by any ru 
that such mail shall be addressed to “boxholder, star or rural route” before it 
may be accepted for mailing by any postmaster 

Mir. Chairman and members of the committee with this amendment, I request 
your favorable consideration of S, 1046 and trust you may recommend its passage 
at the earliest practicable time. Iam convinced that my farmer friends who at 
one time traded an egg for a postal card, would welcome the opportunity of pay- 
ing sufficient postage to somewhere near put the postal service back on a par 
with the hen. I am very grateful for the privilege of appearing in the interest 
of this meritorious legislation, and thank you for the opportunity. 


ral carrier and 


Mr. Asucrarr. It seems to me that every witness that testifies before 
the cominittee does so with a selfish motive. I am no exception. 

I am interested in the postage raise merely insofar as it affects 
my members. 

We have a group of short heavy-route carriers that are working 

14 hours a day with no chance of any relief because of the limita 
tion on the finances of the Post t Office De parane ht. 

It is a fact. or at least, it seems to be that Congress in considering 
a salary raise or a raise in equipment allowance always has one eye 
on the deheit with the other e ve on what we request. 

It seems to me that the large pl iblishers have raised the price of 
their magazines and their advertising to such an extent that they can 
take eare of their employees. I do not believe that they should ex 
pect that at the expense of the emp lovees of the Post Office De part 
ment. 

There is no doubt in my mind that the Postmaster General is doing 
a mighty fine job. He should have the cooperation to the extent that 
he can cive the service that the public e xpects. 

This group of short ee carriers are small in number, 
According to the Postmaster Geenral’s last report I think there wer 
1.6354. All of those cases per ee with the Post Office Department 
for adjustments have been approved awaiting the funds to put the 
adjustments into effect. And very naturally that is the part that we 
are V itally interested in 

Senator Cartson. Mr. Asheraft, you state that this has been ap- 
proved, that is, the a ljustments have been approved, 

Mr. Asucrarr. That is right. 
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Senator Cartson. And all it lacks are the funds to carry them 

into effect. What is the total of that; do vou have that / 

Mr. Asnerarr. I understood the Postmaster General to say that 


his est imate was soVU OOO to take eare of the expenses. Some of those 
are the establishment of new routes that the Congressmen naturally 


want, and others to take eare of the over-burdened carriers 


Do you know, Mr. Wentzel’ Was that not the amount ‘ 

Mr. Wentzex. I do not know. 

Mr. Asnicrarr. I think that was the statement 

So far as the farmers are concerned, 1 am of the opimion that the 
farmers would be willing to go along with the fair raise. Yheir 
products have all gone up. It | 
Department taken care of. 

Il do not have anything n addition to what I have in the statement. 

Senator Unprerwoop. Have you ever been a rural mail carrier 
vourself / 
~ Mr. Asucrarr. IT am a rural mail earrier on leave without pay. 
I h ive had oo veal 5’ expel lence. 

Senator UNnperwoop. In your connections with the rural people how 
much ado Vou think that they value Seco] d Class mall: do vou think 


iat renders a real service to them beyond the price that they pay 


hink they want to see the Post Office 


Mr. Asucrarr. They seem to think quite a bit of second-class mail. 


I { +} 


! 
I notice that the m 


ajority of the farmers that I deliver mail to take 
the hewspaper. That Is as Tar as l know. They vel their hews by 
reid1o,. Consequent Vit is not as Important as it Was nNany years ago. 


Senator Cartson. I just want to state, Senator Underwood, that 





Mr. Asheraft was a rural mail carrier in Osage City, Kans., for many, 
many vears. He certainly knows the routes. He has seen many 
changes in the method of handling the mail. as well as our highways 


out there. 
We appreciate your being here. 
Mr. Asucrarr. With vour permission I would like to make one 


f er statement. 


I sald oa wh le avo that we all appeared W th | selfish motive, I 
think vou gentlemen are all familiar with this little magazine that 
we put out It isa weekly magazine. It roes to 17.000 different post 
offices, to 32.000 to 34.000 rural carriers in the Nation. It is single 
wrapped What do you suppose we pay to send that magazine out? 
AD] roximately S28 a week. \nybody ust ould not handle it at 
that pric There is not any que tion about that. 

Senator Cartson. You would not object if there was some increase? 


Mr. ASHCRAFT. That is r a] Se Put il where it belongs. We are 
willing to pay it. 
senator Cartson. We thank vou very kindly, sir. 


Wo vou want to make a statement for the record, Mr. Latimer ? 

Mr. Larimer. Mr. Chairman, the National Association of Adver 
tising Publishers has asked that their statement be accepted in lieu 
if then personal presence. ; 

Senator Carison. If there no objection, it will be so inserted in 








| (‘The prepared paper of the National Association of Advertising 
Publishers is as follows :) 


Senator OLIN C. JOHNSTON, 
\ Chairman, Nenate Postal Committee, 
United Ntates Ne nate, Washinaton, D.C 


Drar SENATOR JOUNSTON: The enclosed brit (25 copies subitted 
sideration by yourself and the committee 
i The brief petitions certain changes in the definition of controlled-cire ition 
publications, as it pertains to postal law and proposed S. 1046 
> In short the requested changes would permit the mailing, under the « trolled 


circwation-publications seetion, of locally distributed advertising pap 
up to 100 percent advertising content and/or less than 24 pages 


No delegate is planned for appearance before the committee We feel that 
the essentials are set forth within the brief and that a personal appearance woul 
only serve to needlessly consume the time of the committee We shall, of course 
be happy to supply any additional data you may require 

We believe there is merit to our position from the standpoint of actual current 
mail-handling costs for our papers, the community services rendered, : thie 
establishment of an equitable postal rate system 

Your study of our brief and favorable action are respectfully solicited 

Yours very truly 
. NATIONAL ASSOCIATION OF ADVERTISING PUBLISH 
; R. W. Tuer, Secretary-Treasurer. 
BRIEF OF NATIONAL AS: LATION OF ADVERTISING PUBLISHERS, WELLSVILLE, N. ¥ 
PURPOS 
» 
The purpose of this brief to establish a classification and equitable e 
for the handling of shoppers 
INTRODUCTION 
’ Shoppers are set up as low-cost controlled cine ition ree-d ! 
vertising media through wh wal retail merchants may reach the 
customers In many are these papers are the sole practical means of 
lvertisin 

The shopper operation originated many vears ago As a Spec alized form of 

publication, they were too few in number to require special consideration by the 
post oflice departnic lit Since he war, however! heir crowth has been rapid 
and it is felt th: ‘ fication is now warranted 

The National Association of Advertising Publishers is composed of 101 
publishers of daily, weekly, and monthly free-distribution advertising papers. hh 
the trade these papers are known as shoppers or penny savers In vene ey 
serve rural and suburbar rews All are privately owned Some cart re 
vivertising matter; most do not 

Che association knows of more than 400 existing shoppers throug] t the 
United States Since the association j quite voung, it is probably \ 


assume that there are at least another four-hundred-odd papers of this type of 
whom we are not yet aware 
The known shoppers have an estimated weekly circulation in excess of 1,600,000 


copies, According to accepted formulas, they thus have some 5,500,000 readers 
They serve approximately 50,000 merchants If our estimate as to the number 
of unknown shoppers is at all close, these figures would of course be doubled 
The data contained herein are based on detailed survey sheets provided by the 
NAAP membership. In d Issing nonmember papers of similar type. s 
erithmetre progressions have been used We feel thi Ss sound sine ur] lv 
ship is sufficiently large and dispersed as to represent a dependable cross section 


of the industry as a whole 


It should be emphasized here that these papers are strieth oeal 1 charaete 
and coverage ven in our most thinly populated area ireulation eldom ex 
rar] iradius of 407 es trom thre point of 1 LiL 
CURREN MAILI PROCEDT 
_ st ( Pye ire oD da ( 
1.0 P 1 Law Ik l ‘ Phey ( { 
paces Phus t dler S Cire i or ’ 
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Shoppers are presented to the several post offices in the most convenient form 
for distribution. Where foot deliveries are in effect, the papers are usually tied 
out in the order of distribution. Rural route copies are also bundled so that the 
carrier merely chooses the correct bundle and distributes from the top of the 
pile down. Sorting and racking are thus reduced to a minimum of effort or com- 
pletely eliminated. 


As pointed out in the introduction, distribution is over nearby areas. Rail 
und trucking costs are nominal 
COMMUNITY VALI AND RELATIVE POSLTION © SHOPPERS 


+ 


to both the retailer and consumer has been 
proved over and over again through the use of test advertisements, reader par- 
ticipation activies, etc., etc. The fact that the same merchants use our papers 
week after week is fair indication of our productivity and value to the com- 


Che actual usefulness of shoppers 


Insofar as advertisi 





and business promotion are concerned, the shopper 
rrovides service directly parallel to those of newspapers and conrtolled-circu- 














tion publications, as now defined in postal law 
In ew of these similar services, it would seem that mail rates should be 
established which w be equitable to these three media and which will not sub 
© ‘ © me } e :pense of the othe 
Phe vspaper, with second-class mailing privileges, enjoys a rate which is 
s part of that rrent paid by the shopper and controlled-cireula 
pub ‘ 
N we al ot petent to discuss actu ail-handling costs. How 
ent each or 10 cents pound is currently con 
quate for e bandling of other forms of controlled-circulation media, 
trictior I ing distance, et If this is correct we can rea 
ime that the me rate will be more than adequate for the handling 
VD H ) > RAT 
~ hy ZiT ly Ww ‘ aer oO 
f adv sing Mailing charges no wount to one-third to 
il production costs. If third-class mail rates are increased as 
he average shopper will not be able to meet this added cost. Many 
ness al rived of the opportunity of earning a live 
( ‘ he erchants ol aun equal number of towns will 
! lective dvertising medium Che surviving papers will be 
¢ i” ie in business by qualifying as controlled-circulation publications, 
they will have to add a number of pages of nonadvertising 
eet the required udvertising-to-nonadvertising ratios Page di 
Olis reased by the operator of the small paper as a means of 
} g ; essary 24-nage 1 
Phe net el t of these changes w be largely negative. We will have to pur 
OCESS rik ased quantities of pei per norder to meet the nonadver 
: g req ement ror our I vidual advertising leve This will. of course 
PSO] ded st to the publisher and/or advertiser It will needlessiv ag 
g t dy « ( paper sl ig 
The Post Office Department will also experience a negative benefit There 
y yul 2 ve ‘ it.% Ist | case of handl more pounds 
t I I e ps ( 
SUM MARY 
I hoppers provide services which are important to the community 
=. There is now justification for establishing a special classification in the 
posts LWS f ver f ling of media commonly known as shoppers. 
>. Since si pers are similar i iIsage and purpose to local newspapers and 
trolled-circuation publications, the mail rate structure should be compatible 
’ eg ad +} o th os 
t. “Phe roposes nit d pound rates for controlled-cireulation publications 
equit ‘ fn » both the shopper publisher and the Post Office 
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5. The requirements of 24-page and 25-percent nonadvertising minimums will 
V 


have an adverse effect on the shopper pu 


Hdisher and the present 


situation. They will have no constructive value to the Post Offi 


PIETITION 


We, the undersigned, respectfully petition that the sectior 
relating to controiled-circulation publications be amended 
vided, That advertising publications of essentially local circulat 
icepted under this section without regard to the numbe of pas 
centage of advertisit yy mutter contained in same,” and that 
a part of S. L046 

It is suggested that the tern local circulation” be broad ae 
manifold differences in population densities Chis will tend be 

( lii p ( t I OD, MSI Vi hot pa I 
Ss hol roductive 

Nii LATIMER So q } | 1h v. Mi ( Livy th ) 
the request to testliv ons lt 1G, | WOULC Sugvesi ho é 

| ‘ 
committee authiol e the clerk to place mm th record al 
that nay conry ! O { if wneh we print the record we Q 
complete story, 
1 

= if ( RLSON it 1 { Sno opyecth tiie tateme 

+7 ] 
Will bye maae Apart o at recorea 

1 ' : 
[ think for the record that t record should show tha 
] } 
mittee ippre ite ery rte tiie printed testimony ind « 
that we i\ rer ved | } ( , t Ot ( Dep rtryye f {} »} 
Ol wel ( rept enti I e) 1| Ver oft t e Depart 
1 
publi l »?} j Thel ects 1} leo ist re | 
I 

the conmimiittee. 

“¢ itor UNDE! i certa \ ! { 

Senator ¢ I N i Onl Tle qi hh} t | 
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THURSDAY, APRIL 


UNITeEp SI TES 
OMMITTEE ON Post Orrice AND ¢ 
mit : t to call. at 10: 
Senate Ofhiee Buildin Th ‘Olin D. Johnst 
siding. 
Present: Senati 
Butler of M iyiayr 
Also prese bg tH Latimer, ¢ 
con B. Wentzel, De 
Senator CARLSO? 
order. 
This morn 


> 


“enate bill 1335 was introd eed ys ito) Johnston. our ¢ 


Mr. Smathers, M. Duff, Mr. Neely, and Mr. Pastore. 


introdyu td Vy i } { } my" 21 
Phe roe ICE my ! 1} ston. Ol il 


pty? reas follow ~ 


cted b this enat md House of 
{merica in Congress assembled, That on 
be sevent iW I | 
over ei1gi 


aha Twenty 


parcels 


ined and the 


seventy pounds 








65 


p 


stage Sila 


the second ] 


ADJUSTMENT OF POSTAL RATES 


any other point thereon, or at the office from which the route 
any rural route starting therefrom, and on all matter mailed 
rier office, or at any point within its delivery limits, fo 
carriers from that office, or at any office for local delivery, the 
ll be 15 cents for the first pound or fraction thereof, 2 cents for 
vwund or fraction thereof, 144 cents for each additional pound or 














fraction thereof up to and including ten pounds, and three-fourths cent fot 
‘ 1 pound or fraction thereof exceeding ten pounds 
Z kor delivery ¥ hin the first and second zones, except as prov ded 
for in paragraph 1), and except when the distance by the shortest regular 
il route from the office of origin to the office of delivery is three hundred 
I es or more in which case the rates of postage shall be the same as for 
ile vy Within the hird zone 17 cents for the first pound or fraction 
thereof > cen for en lditional pound or fraction thereof up to and 
n ain ten pounds, and 2 ents fe each pound or fraction thereof 
exceedil ten pound 
5) For ver within the third zone, 17 cents for the first pound or 
thnereol t Cel lo it 4 nd pound o fraction there if, oly cents 
f ‘ } dditior pound r fri ion thereof up to and including ten 
pounds, and 2 eents for each pound or fraction thereof exceeding ten 
pound 
$f) For delivery within the fourth zone, 18 cents for the first pound or 
iT hereof, 5 cents f the second pound or action thereof, 4 eent 
fi h additional pound or fraction thereof up to and includi ten pounds 
nd 3 cents for each pou d or fraction thereof exceeding ten pounds. 
kor ce very ' 1 n the fifth zone, 19 cents for the first pound or 
Tr on thereof, 7 cents for the second pound or fraction thereof, 6 cents 
f ‘ additional pound or fraction thereof up to and including ten pounds 
nd cents for each pound or fraction thereof exceeding ten pounds 
( For deliver thin the sixth zone, 20 cents for the first pound on 
rac on thereof, 10 cents for the second pound or fraction thereof, 7! cent 
each additional pound or fraction thereof up to and including ten pounds, 
i for each pound or fraction thereof exceeding ten pound 
Fo v wit { seventh zone, 21 cents for the first pound o1 
1 cents for the second pound « fra on thereof, 10 cents 
pound or fraction thereof up to and including ten pounds, 
nd 9 ‘ ‘ 1 nd or fraction thereof exceeding ten pounds 
| d very within the eighth zone, 2 ents for the first pound or 
I I hnereotl 12 cents a the second pound or fraction thereof, 11 
! f ‘ } dadit il pound or fraction thereof up to and ineludir 
‘ 1 Ol, cer for each pound or fraction thereof exceeding 
( ’ PAS more th elehtv-fonun nehes but of more 
t red it n length and girth combined, the minimum postage 
rg be f el e applicab toat | nd nares 
Lt 
Cat ds printed adve sing tte n bound m Wweigl 
eight es tn exceeding ten pounds shall be subject to 
‘ } eht 1 ‘ post Zone follows 
Wher e ] or } } 1rura route starts. for 
é \ ] 4 { nv yy l mn such route or delive 
‘ } ‘ < S } I inv rural route farting 
the nd whe ‘ it rrier office, or at anv point within 
, a rv | earriers from that office. or at any office 
‘ 1 be S cents 1 he first pound or f ‘ 
1 Lc ditional pou 
(i \ ( ] } st i ryve excerpt S provict 
fi ny rapl ey ( dis ct the shorts regu 
from the oftice « vin to the office of delive) s three hundred 
f ‘ I ( n whict ie 7 es OL pos ve sna be the ne as Tor 
de ery within the third zone, 9 cent r the first pound or fraction theres 
11 cents for ¢ } i ( d or fraction thereof 
,) For delive tl t ra Zone 10 cents for the f t pound or 
I n thereof and 2 ( S i ich adidtiona pound or fraction thereof 
1) F delivery within the fourth zone, 11 cents for the first pound 
o1 thereof ar . for each additional pound or fraction thereo 
I Ant Ee} wit] th, 4) ai 1" aa for the first pound 
frac hereof ai ts f ‘ \ {ditional pound or fraction thereof 
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“(6) For delivery within the sixth zone, 14 cents for the first pound or 
fraction thereof and 5 cents for each additional pound or fraction thereof. 
“(7) For delivery within the seventh zone, 15 cents for the first pound or 
fraction thereof and 6 cents for each additional pound or fraction thereof 
“¢R) Fo delivery within the eighth zone, 16 cents for the first pound or 
fraction thereof and 7 cents for each additional pound or fraction thereof.’ 
Seo. 2. Rates of postage prescribed by subsections (b) and (¢) of section 204 
of such Act, as amended by this Act, and existing rates of postage prescribed by 
subsections (d) to (f), inclusive, of such section shall remain in effect unt 
otherwise provided by the Congress. 
Sec. 3. The first section of this Act shall take effect on the first day of the 


third calendar month following the calendar month in which is enneted 


Senator (CARLSON. The first witness On these bills \\ il] he Mr. Hart 
Wien Barber. veneral epresentative of the Brotherhood of R ilway 
and Steamship Clerks, Freight Handlers, Express and Station Em 
loves. 


} 


Mr. Barber. we very much appreciate your presence, and you are 


1 
recognized, sir. 


STATEMENT OF HARTMAN BARBER, GENERAL REPRESENTATIVE, 
BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, FREIGHT 
HANDLERS, EXPRESS AND STATION EMPLOYEES, WASHINGTON, 

D. C. 


Mr. Barber. Mr. Chairman and members of the committee: My 
name is Hartman Barber, and I am a general representative of the 
Brotherhood of Railway ana Steamship Clerks, Freight Handlers 
Express and Station Employees. I have an office at 10 In lepr ndence 
Avenue SW., Washington 4. D. C. 


[am very grateful for the opportunity of appearing here this mort 
Ing and pres hnting for your consideration the statement of the head 
of our organization, Mr. George M. Harrison, grand president, whos 


headquarters Is locnted at 1015 Vine Street, Cineinnati 2. Ohio 

It had been the intention of Mr. Harrison to appear here this mor: 
ng and submit to this committee the statement before Vou, but because 
of ( ircumstal ces and ‘vents bevond his CO! trol he is hot able to do so. 

Because of his inability to he here, it had heen nis intention to read 
his statement, but I have been informed by your capable assistant. 
Mr. Latimer, that this committee is somewhat pressed for time this 
morning, and. therefore, in order to conserve time and effort and 
avoid repetitious statements, 1 will just briefly make a few remarks 
of a general nature concerning the situation we are trying to correct, 
and submit Mr. Harrison’s statement for the record. 

S. 15335. a bill to reduce the size and weight limits of parcel-post 
pieces, introduced by Senator Johnston and four other members of 
this committee, at the request of this brotherhood, would bring about 
the clivers} mn Of 32,000,000 pie es of parcel post to other AGETV ies of 
transport, mainly to the Railway Express Agency, and at the same 
time protect the farmers and other rural residents served by third- 
and fourth-class post offices, or who live on rural and star routes. 

In this process of effecting this diversion some thousands of our fur 
longhed menibers would be returned to vainful employmye nt. 

Grand President Harrison’s statement is aw presentation of facts 
and figures showing conclusively that our bill is a practical instru 


mentality to bring about the correction of an economic injustice 1¥)) 














ress Agency and our members employed 


Vv that agenev. by the Government-operated subsidized parcel post 


1: - 4 } : } 
which Is bene conducted in violation of lnWw to the detriment and ib 
1 . ] } } ‘> eePyyy 

stant L dhiqjury ot privarelry conducted trat sport LLIOn enterprises. 
‘ j ] i } 
Mh s correctlol ah be nace ce 2 » s enacted, and our bill Sa 
practical solution of this difficulty 
T 4 letail at t FE a eB ei ith Bik 
O00 11 oO detalt at ft S time yor e\ rai pots Wout 0 abl dh 
pDoOsitlol = I have been assured that Vice President Merritt. of the 
} ’ ‘ ' 1 ' } 
Railway Expres \gen has tement which goes to great lengin 
\ if lantly prove the soundness of our position 
] { } 1 i } : > 4) . 
bDeprore iOSINg owever, L Wish to say that some of the hgures pre 
sented vy 1 iy ra| fer somewhat Tro ose of the express agency, 
s : ’ . ‘ 
Ut mareery a Duladle Decauise OF the hgure Hn some cases 
g the fiscal vears and rs for the calendar vears. Sub 
i} | e heures vucres 
7 . 
| ike ple It =T i oO Thi \I Py oTer, president ot the 
i erhia O) | Bn l ood of 13 } . } 1 1 it his « i] 
} uppol 3. a) 
ae 1 1 
\t the same time i to rh ra ( ! riehas appeal Y here this 
> yp ] ] =. } 
Ol ae otably e Tite tioha Brot erhood of leamsters Who 
] } } 1 ] ? ° 
Vi ned wit | ~ e to eliminate this form of eCOHOnL 
l de) perpetrated by ( \ rie t eNC) 
Ly) ¢ clu i ( adh. | L)Cdp ve nt W 1] pernailt me to read ihe 
> wT ; tad «el } iF { ’ . 
st page Ol \I ‘ Ha - \ ment, wl ich epitomizes not only oul 
. . -_ . 41.2 aa : hd : 
osition but the position of all clear-thinking Americans on the ques- 
tho if Government competition with private enterprise. | Reading : | 
Vhen Government by the operation of an agency 
( ile \ nh ¢ { here where parcel 
' f busines 
ery St } ‘ r ¢ S tire l S 
t; © . » eri ‘ vives pa thie Xe Ti 
I { | ‘ cy iv ! l} ! (y l 
ste ‘ ‘ "¢ f 1 varranted 
‘ ! \ Dow | ug he veal the 
(; } ‘ ff proter t ) S 
| ~ ¢ ' ! ‘ i my to vo he 
eg ‘ (; i Theva] \\ I ‘ His adppea S 
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I ‘ | ect et t Dalanced und at 
¢ ‘ e ¢ \ e ¢ ( 1 ) i Se! ces, will not 0 
< ‘ ‘ 1 the ‘ ‘ ‘ ! ' } pri leges tf these Gover 
SH] Ces he « t rere x! ‘ ved the peril o private 
! er] a es iTO ¢ ‘ se and bala 1 
' a y ’ I ‘ } hey preach.” 
\I (han al members OF the Committee, I have now con- 
. ; e : : 
‘ { | Or mk you for your courtesy ih permitting 
] ‘ } il elo}  f il orn y 
! { HAIRMAN VV preclate vol Oni ne | clid not get te 
Ta t but I kno iust have been wood, know 
- i t 
> \ i ] 
=i ( 1 \} i reco) raat ie hiade Bre reevara by 
YT 
e Pry >? 
» T 
Nin I> ti , i] eC] | rt ¢ 











ADJUSTMENT OF POSTAL RATES 657 


Senator Burner. Did they go into that? 

Mr. Barner. No. What phase of this problem do you mean, Senator 
Butler / 

Senator Burner. What vou are trying to correct by S, 1535, 

Mr. Barner. Oh. no. Ido not think that they made any reference 
yes, they did make some references to reorganization of the Post 
(lice Department, but they did not go into the technical problem of 
weights, rates, and size limits. 

The Cuamnman. They did not make any recommendations. 

Senator Cartson. Mr. Chairman, | appreciate very much Mr. 


Barber’s testimony here this morning. I well remember his appear 
ance before some of our committees when IL was a member of the 
House. and | uni olad to have him back again. 

Mr. Barn R. | am elad to see Vou, Senator. 

Senator Caruson, Itisa pleasure to have this statement in behalf of 
private enterprise and private initiative, which we need to check very 
carefully in this country. 

Mr. Barner. Thank vou. 

The CiairmMan. We are certainly glad to have you. 

Mr. Barner. Thank vou, and I appreciate being here, Senator. 

(The statement of George M. Harrison, submitted by Mr. Barber, 
reads in full as follows:) 

STATEMENT OF GEORGE M. HARRISON, GRAND PRESIDENT, BROTHERHOOD OF RAILWAY 
AND STEAMSHIP CLERKS, FREIGHT FLANDLERS, EXPRESS AND STATION EMPLOYEES 


Mr. Chairman and members of the committee, 1 regret very much my inability 
to appear before you and personally present this statement. Therefore, I have 
Mr. Hartman Barber, our Washington representative 
handling legislative matters, to appear and present this statement 


assigned this task to 


At this time it might be well to state that we are not presently interested in 
any measure before this Congress which would incre:se postal rates on fourth 


class mail (parcel post). The question of increasing rates 6n fourth-class mail is 


ow being considered by the Interstate Commerce Commission in Docket 20690 
Arguments were made before the Commission on April 11, and the Commission 
] 


has the question of rates under consideration However, there are certain 


aspects of tue Postmaster Generals petition which do have a direet bearing on 


our bill, S. 1855 We refer to the extra charge on parcels weighing more thar 


oO pounds and pieces which because of the form or nature of their contents must 


be handled outside of mail bags rhe extra charge for those pieces weighing more 


than 50 ye unds would be up to 50 cents and on those piece S handled outside of 


wil bags up to 25 cents in his tement before the Interstate Commerce 


Commission last December, Mr. Nelson B. Wentzel of the Post Office Department 
made the following statement with reference to these extra charges 


Phis provision, if appreved, will be administered carefully and reasonably 


and it is intended fo keep the extra charges as low as \y ssible, ec nsistent with 
its purposes, which is not only to recover the additional expense of handling the 
parcels refe rred to, but to serve as a substitute for the proposal in the pending 
bill, PL. RR. 2945, to reduce the limits of weight and size long in effect and pre 


scribed by the present law for fourth-class or parcel-post mail.” 

The purpose of section 5 (a) of the bill, H. R. 2945, before the Eightvy-first 
Congress was the same as the present bill now before you, S. 1335. That purpose 
was to effect a diversion of heavy and oversize pieces from parcel post to other 
means of transport. It is conceded the principal beneticiary of such diversion 
would be the Railway Express Agency. Since 1946, due to spiraling costs of 
operation, the Railway Express Agency, a privately operated concern, has had 
to increase its rates and a considerable part of its business has moved to parcel 
post, Which has been failing constantly to collect enough revenue to pay fo he 
cost of rendering service to the public, although section 247, title 39, United 
“tates Code, specifically requires that parcel-post rates, weights, and size limits 
he fixed at such a level so as to pay for the cost of the service rendered 


only one year since 1929, have fourth-class (parcel post) revenues 


‘ X] erses 
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These extra charges, if approved and applied, would not divert a single piece 
of parcel post to any other form of transport, including the Railway Express 
Agency Even if the $105,000,000 in increased postal rates requested by the 
Postmaster General of the Interstate Commerce Commission were granted and 
the maximum extra charges were added for heavy and Oversize pieces, the 
charges for parcel post would still be lower than express charges. Therefore, 
there would be no diversion, although that is the goal sought by the Post Office 
Department. We would not have gone into this phase of the problem if it had 
not been categorically stated by Mr. Wentzel that the extra charges were in 
tended as a substitute for the reduction in size and weight limits contained in 
H. R. 2945, and presently proposed in S, 1335. 

S. 1335, introduced on April 13 by five members of this committee at the re 
quest of this brotherhood, would reduce the present maximum weight of 70 
pounds to 40 pounds in zones 1 and 2 and from 70 to 20 pounds in zones 3 to 8 
Che maximum size limit would be decreased from 100 inches girth and length 


mbined to 72 inches. However, this reduction in the present maximum weight 
nd size limits would not apply to pieces shipped from any post office to a third- 
r fourth-class post office or rural or star route. Parcel-post pieces shipped 


from any third- or fourth-class post office or rural or star route would also be 


exempted from any reduction in weight or size limits. In other words, the 





f I nd other rural users would con ise the maximum weight limit 
70 pounds and the maxi m size limit of 100 inches girth and length com 
ed We regret tl he Postmaster General when petitioning the Commission 


not request a reduction in weight and size limits, the only way in our opinion 


vhich would rid the parcel post of these heavy, oversized parcels, which the 


Postmaster Gene | readily admits are expensive to handle and actually are 
thar irload freight, which the Post Office Department is not equipped to 
die If it is the desire f the Postmaster General to purge the parcel post 
the stoves, toilet xture tires, and other heavy merchandise moving from 

ban centers to other urban centers by commercial users, the only means is a 
n weigh nd “e limits These commercial users are not entitled 
St e fi ess t] Os the detriment of private taxpaying business en 





ler to place before the committee the changes in weight and size limits 
; fourth-class 1 | (parcel post) since the parcel-post system started 
e on Januat 1, 1913, the following table is presented for your con 
ie | 
\ ( s ( ler No. 7349 on August 15. 191 I 
N , ( I weigl i ts varied betweer 
refore there is nothing revolutiona 
HH) m weight Zor 1 and 2 and 20 
} nt cre o the fact that not since parcel post began 
S . x . e where Congress has increased g 
¢ S| e by the Postmaster General ye 
Y I { ( ! SSi0] he ) of the 1 tte + 
. Pos er G ‘ er to the Interstate ¢ 
‘ { or hye ’ é ‘ org o ‘N 
2 f | he depress f 1% I st weigh nd Aa 
) 7 ~ ! fr ® OO inches on the ple 1 of 
! : Gene t were not being 
” I ng ed to exist and post 
s ! handle t} 7 6 
i - I r | ‘ wi l | ( ffi d rs 1 ’ 
t ‘ » MM) Tel I } 1949 ‘ J , 
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ment report, there were approximately 56,000,000 parcel-post pieces weighing 
over 40 pounds moving in zones 1 and 2 and over 20 pounds in zones 3 to S. 
The effect of the floor amendment voted into H. R. 2945 on February &, 1950, 
and contained in S. 1335, to protect farmers and rural users, would eliminate 
about 24,000,000 pieces. When you deduct these 24,000,000 pieces from the gross 
total of 56,000,000 you get the answer quoted above, 32,000,000 pieces. This is 
only 3 percent of the total number of parcel post pieces handled during the fiscal 
year 1950, but it would be enough to keep the Railway Express Agency from 
going to the wall and afford additional gainful employment to some thousands 
of its displaced $2,000 employees who are members of this brotherhood. 

In order to emphasize and at the same time to present in concrete form the 
havoe which has been created by this subsidized competition of the pareel post, 
the following table indicates the decline in the number of less than-carload-lot 
express shipments by years since 1946; the number of parcel-post pieces moving 
at zone rates; the average number of express employees in December of each 
of the 5 years shown and the yearly deficit of parcel post: 














Due to the below-cost service of parcel post, the business of the express agency 
has been reduced by approximately 60 percent since 1946 and 32,000 of the em- 
ployees of the agency have lost their jobs and the deficit in fourth-class mail 


still continues to recur each fiscal year with startling regularity Vhis con 
dition is neither fair nor desirable and should be stopped. The continuance of 
this subsidized operation of parcel post is also in violation of the law. The 


most effective way by w to stop the Post Office Department from continuing 


in the freight business is to reduce the weight and size limits of parcel post and 
thereby remove the heavy, oversized pieces. The enactment of S. 1335 will do 
this. 

The reduction in the number of parcel-post pieces at zone rates amounting 
to some 30,000,000 pieces between the fiscal vears 1949 and 1950 is no doubt 
partially due to a slacking in business activity before the Korean affair of June 
25, 1950: and the reduction in the deficit of S9O0.000.000 to *64,000,000 for the 


} } 


same period is at least due in part to the same reason. Hlowever, your atten- 
tion is directed to the fact that receipts during the fi 

some $43,000,000 over the fiscal year 1949. The fiscal year 1950 was the first 
full year in which increased rates on fourth-class matter were reflected due 
to the passage of Public Law 000 by the Eightieth Congress. Increased costs have 
also been reflected in postal operations and, in the instance of fourth-class mail, 
amply bear out the statement of the Postmaster General that 65 percent of the 
cost of handling all mail is attributable to fourth-class mail. Cost-ascertain- 
ment figures indicate that while slightly over 2 percent of all mail pieces con- 
sist of parcel post nioving at zone rates, this class of mail makes up 60: percent 
f the total weight and over 70 percent of the cubic measurement of all mail 


scal vear 1950 increased 





{ 


‘ 
handled, Our purpose in bringing these figures to your attention is to em 
phasize that the handling of parcel post is the major problem confronting the 
Post Office Department and that its realistic treatment would be highly desir- 
able. In our opinion, it is not being adequately dealt with, although administra- 
tively under present law if is within the power of the Postmaster General 

do so. He el 
mission to assess an extra charge for large and oversize pieces instead of a re- 


} 


luction in weight and size limits 


<ted not to do so when he petitioned the Interstate Commerce Com- 








While the deficit for the vear DO IS $26,000,000 below 1949, vet with alloca- 
tion of back mail p of s ‘ OO0O.000 for veurs prior to Januar 1, 1951, 
it is doubtful if the deficit in handling this class of mail was lower than in 1949 
This appropriation is now before the Congress and is contained in the supple 
mental appropriation bill, H. R. 3587, now before the Appropriations Committee 


of the Senate. 
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The objections of the Postmaster General when he appeared before this com 


mittee on the general postal rate bill, S. 1046, were directed mainly to the House 
floor amendment to bill H. R, 2945, Kighty-first Congress, which exempted pieces 
from any post office to a third or fourth-class post office or a rural or star route 
or pieces from any third- or fourth-class pos fice or rural or star route. He 


said in the course of his test mony, quot 
‘The way the House passed the bill it \ ad be impossible for the Post 


Office Departinent to administer 


Again, a little later he said 
That would mean, Mr. Chairman ai members of the committee, that a 
post office clerk would have to know when he ccepted a parcel whether it is 
soing to be delivered on a rural or star route or third- or foeurth-class office.” 


With this conclusion we do not agree 





gin with, there would be no problen ‘ on pleces moving from third 

( fourth-class post offices 0 rura yostar routes, as th floor umendment con 
I. R. 2945 at which is included in S. 1365 exempts such parcels no 

! t destination they are mailed t« Ir he case of parcels mailed at 
iffice to a third- or fourth-class post office, it would only be necessary 

for emplovees to ascerti whether the parcel re not voing to a first 
lass post office If the destination is not show mi the list of first 

‘ second-class post offic ind there are less than S.0%4 f these—then the 
package could be released without further investigatio: Moreover, most mail, 
il uding | ree post going tf rura ireas, is delivered via rur: free delivery 
nd is so addressed and no difficulty would be encountered here Che provision 


H. R. 2045 protecting rur: SO] W accepted by us because we never har 


bored any desire to hur he farmers and othe u users of parcel post In 

troducing S. 1335, we re ed this provision as evidence of our good faith 
I would have been selfish to ] done anvthil else as the Railway Express 
Agency does not serve these people and we realize they must have parcel post 
Some years ago, large cities were zoned and the’ general public has been edu 

ted to show the zones on tl ett and other mail matter just as they had 
een educated over the vears to show rur free delivery routes by number 
Star routes could |} inbered d designated the same as rural free delivery 

t¢ and marked SRI sta route delivery I - our opinion that where 
there is \\ here is Vi ina Ve lic ‘ Tine objections of the Postmaster 


General are ot well founded Anvwa ft is jl } eftical as the proposa 





submitted to the Interstate Comme (*‘ommiss nthorize a charge up to 
J nts for nieces t} > - hand ‘ ts aot heh “LC IAS Does the 
‘ ve IS¢ of ree iOS know \ ‘ ‘ re ontained 11 mat 
k ‘ nswe \ \i Ove t sl be borne inind that the 
extra ¢] roe : uv} from the Commissior naid by farmers and othe 
l SePrs nS We . ther users where the exemption in S. 1335 would 
protect the farmers rura sers and impose no extra charge on them. We 
} vit vou to pass S, 1335 We are confide ‘ sions re justified 
‘ ! ‘ \ fairne ad ius ‘ 
| ! ‘ w he ( ‘ ‘ eration of an age 
J “4 y } es i eT \ eXiS here where parcel 
\ ( ( | e 4 en 4 business 
] ‘ rine e bre ‘ ‘ t lil I ] 
’ te ¢ nrise nd the « ver f | te enterp e who pay the taxes 
support and maintain govel el It is there e incumbent upon govern 
| te ¢ ‘ nd to protect On nwarranted, subsidized 
1) tic vithin its power »so. Down th ch the vears, the Government 
dministrat t ford such protect lo the express agency and 
s emplovees, until the ernative is an apy to you. the legislative arn 
‘ Governme) t is hone \ \ not le Ss appeal go unheeded 
| brotherhood ( e oO! r Col I s 1 esebft ifS Views 
| eference ft r( I t ( | t! ' e enterprise when I had 
nie ers nne ( ‘ n H. R. 2045 \t that time 
X (d “dt T 
r e] { ‘ ( S pr e enterprise and tl 
Th } oO! ! ‘ } adel bude be balanced ind it 
aie ‘ ( ~ ‘ PSE (Cy ernmel I stn Sery es vill not too 
serious contend they should continue to enjoy the privileges of these Govern 
ent s« es at the expense oft the general taxpayers and the peril of private 
sportation enterprises. These adv tes of pr te enterprise and balanced 
dgets s d be given an opportunity to practice what they preacl 
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STATEMENT OF ALFRED L. HAMMELL, PRESIDENT, RAILWAY 
EXPRESS AGENCY, INC. 


Mr. HamMecoe. Thank you, Mr. harman and members of the con 
mittee, for the opportunity of att before you this morning 

My name is Alfred L. Hammell. Lam president of Railway Express 
Agency, with offices at 230 Park Avenue. New York City. and have 
been engaged in the express business for more thiahh +0) years since J] 
vas first emploved is an express handler, 

I come before Vou now to describe briefly the effect of unfair com- 
petition by the Government on private enterprise and particularly 
what it has done and continues to do to employment in the express 
industry. Our business was founded more than a centi ry ago, and, 
until the past + years, our volume and our emplovment mecreased con 
sistently with the growth of the Nation. As a matter of fact, eXpress 
service for many vears provided facilities found most helpful in de- 
veloping markets for certam products, thus assisting in the growth 
and prosperity of the Nation 

During these past 4 years we have been confronted with many dif 
ficult problems. Among other things, it has been found necessary to 
grant several wage in reases bo our a the most recent of w hicl 1} 
became effective on February 1 and April 1 of this year. All of those 
wave creases were the result oft negotiations aa the provisions 
of the Railway Labor Act. or recommendations of boards appointed 
by the President of the Unut ed States. 

The Cuairman. Would you mind just for the record, we would like 
to know what those mere 

Mr. Ham™uene. Well I | 
eral vears, LO years pert 
LOU percent, Mv recollection is 123 percent 

The Cuamnman. Over what time? 

Mr. Ham MELL. About 1) years. 

The Cuairrman. Then, since 19594 

Mr. Ham™Menp. 1959 or 140. 

Senator Caruson. TL wonder, Mr. Chairman, if they could for the 


ases were if vou have them. 
I. but over a period OT se\ 


ips, Our Wages have gone up more than 


ve not the detal 


record have something in regard to that 

The Cuamman. We would like to have you furnish that for the 
record—what Increases and what different times. 

Mr. Hamuen.. I think that can be done here today. 

The Cuatrmman. Back to 1959. 

Mr. Hawauenc. That will be done before the hearing closes here 
today, I think. 

The Cuatmman. That will be fine. 

Mr. H a ub. Phere have been other increases in the cost of ma 
terials and supplies used in the conduct of the express business, and, 





as a result, we have been compelled LO ask Lhe luterstate Conimerce 
Commission and the several State commissions for authority to n 

crease our rates from time to time so that we might secure the revenues 
necessary to Maintam che service. We have endeavored to keep out 


rates at the lowest hnossible le vel eonsistent wl }y OU! ncereased costs of 
service. 
' ] ] iv‘ 4 
In my opinion, charges for parcel post service should be sufficie 
to cover all cost nenrred Ly the Grovernment im the performance of 
this serviee. Such costs shoutd be determined under sound bus 


accounting pra ~ 
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The Government, too, has eranted wace increases to its employees, 
and I understand more are now under consideration, or about to be 
proposed. It has experien ed increases in other costs of conducting 
the postal service, but those increases have not been reflected in rate 
increases, With the result that parcel post is now being handled at a 
tremendous loss—a loss the taxpayer, not the user of the service, must 
make eood. 

These condit ns have ecnaused a large part of the tratlic formerly 
moved by express to be diverted to parcel post. That business has 
been aptly described by Congressmen as “ ommercial trate.” and by 
the Postmaster General as “freight.” It consists of merchandise 
shipped \ wholesalers and jobbers to custributor > and reta lers, or 
moving 


anizatl 


I 
between manufacturers, merchants, and other commercial 

ons. It is not the small package traffic originally intended 
to be hat d ed in par e| post service, nor Is it trathe from or for the 
farmer. The loss of that business has forced Railway Express to 
reduce its employment tO an appalling extent, More than 40,000 
of whom expected to make the express industry then 
life’s work, have been furloughed. Not only do these people have 


; ] P . ‘ + ; | . ] ; } : , > ] 
little hope o7 returning to thelr otc Joos, bruit the remammMing employees 


org 


live in constant fear that their jobs may go the same way before 


manv more months } 


Gentlemen, that 1 1 serious situation. With employee morale 


at low ebb, it is difficult to supply the type of service the public 
exp , and still more diff It to ‘onvinece those men and women that 
free enterprise system can long continue to exist in this country. 
They can’ derstand—and neither can I, for that matter—why they 
pport by taxation the parcel post service that is taking 

away eir yobs and their livelihood. 
| Ce] \ (} erned hout these fellow workers. the e associates 
O1 ‘ the d al outlook before them. 1 feel they are war 
<pecting their Government to cease its unfair competition 
@” tne use ot parcel post as to return it to its propel 
Sp ‘ to rel n the commercial traf to the agencies of private 
pe designed to do much in this direction and it should be 
passed prol tly. Phe lin ations as to welght and size do not apply 
U . hice f the third and fourth classes, nor as to rural and 
e Cire (tL to parcels moving het ween Post othe: 
of the first a econd classes ¢ . It will not affect the farmer o1 
the resident of small communities. Its purpose is to restrict, not the 
but the abuse of the parcel post service as presently conducted 


} 


Its ¢ ‘tment will rhte the taxpaver’s burden, and relieve the 
anxiety of many of our citizens who now feel our country is rapidly 
traveling the road to nationalization of industry, such as has already 


occurred In many Kurope i} mintries, lo insure the future of thes 
United States, we must preserve the free enterprise system, and enact 


ment of this bill will be ann portant step li that direction. On behalf 
ot my company, ana its en plovees, Li re prompt approval of this 
bill. 
The Cuarrman. We are glad to have you. 
Any questions ¢ 


} ‘ > I : . 
for the Opportunity of heine before Vou. 
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Senator Cartson. Mr. Hammell, I note that _ next witness will be 
Mr. Kinse Vv N. Merritt, who is vice president in charge of traflic of 
the Railway E xpress Agency. ‘There are some od iestions | would like 
to ask on the operations of your business and the volume. I presume 
maybe [should ask them of Mr. Merritt. 

Mr. Hammers. I am inclined to think that all of the details you 
might have in your mind as to questions will perhaps be answered in 
his direct statement. If not, he is fully qualified fo answer any ques 
tion that you might have, 

Senator Cartson. | ap ypreciate very much your appearance here. 
We are interested in this Pp ynase of the protection of our free e terprise 
system, and I assure you we are going to study it very thoroughly and 
carefully. 

Mr. AMMELL, Thank vou, sir. 

The ¢ HAIRMAN,. We certainly appreciate your coming before 1 

Mr. Ham™enun. Thank vou, Senator. 

The Ciaran. Mr. Kinsey N. Merritt, vice president in charge of 
trafic of the Railway Express Agency. 


STATEMENT OF KINSEY N. MERRITT, VICE PRESIDENT IN CHARGE 
OF TRAFFIC, RAILWAY EXPRESS AGENCY, INC., NEW YORK, N. Y. 


Mr. Menerrr. Mr. Chairman and Senator Carlson, I have a state 
ment that is of some length, but I am going to ask your indulgence 
while I read it because 1 think it has informatio: 
he Ip ful to you eae to the conmmittee 1h comune to a con lusion. | 
go thror ih it just as quickly as possible, 

a name J Jk. N. Merritt. [am vice president in charge of trat 

 Railw: ly i xpress \gency, Ine.. with ofhices at 250 Park Avenu 
Ne w York City. My home is in Elizabeth, N. J. 

Railway I xpress Agency is vitally interested in the bill under co 
sideration, S. 1335, because we believe its provisions for reduce 
welg rht and dimension limits ot parcels ith fourth class mail i} 
ported | tween first- and second-class post offices will be help 
achieving these important objectives : 

1. Curtail unfair competition by the Government in a field that 
rightfully belongs to private enterprise. 

Ze Result In parcel post service being made to conform hore t ah 
to the intent of the Congress when it authorized the establishment o 
that service, 

5. Eliminate the need for the expenditure of millions upon mi 
of dollars of public funds to pan ide additional buildings, motor vehi 
cles, and other facilities me 
of strictly commercial traflic, diverted from private enterprise, in the 
past few years. 


ww needed to accommodate a great volume 


tL. Reduce the taxpayers’ burden in suy porting this heavily 
sidized sery ice, 
dD. Take the Post Office Department out of the frei@ht busin 


thereby enabling it to render improved service for other classe 
mail, 

6. Restore commercial t1 lic to private enterp) se and enable Ra 
way express Agen VY to 1 turn to their jobs many oft the LOO 4 
plovees who have bee fu loughed 1h) the Ia “| VE i} 
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1) 


{ 


ve mace the s engaged r 


i 


in unta 


competition with pry ite enterprise. Lo support that charge, we 
need only examine the history of parcel post. This service was au 
thorized by Public La i, approved August 24. 1912 (37 Stat. 557), 
and eXan ition of t of the Coneress o) i! Re ord for the period 
{ it iaw Was undel onsideration reveals that the ¢ OnvgrTress believed 
ul rservice Was lh the pul nterest to 
Provide a transp« it1oO) e) e fol nall parcels, extending 
rT ‘ (| it yore | e eX] COMMPanles 
(71. t} farme i Oppel tv to sell | products directly to 
{ summers and by t process r) arrest e COontTIMNUINgG nigeration 
fro ie farm to the citv: it was pointed out that in 1776 the rural 
re niation was 6 perce Oot thre yhole | 1) that had declined to 
OF Pel SIN ‘ reel I | Lodi t repre ented only D4 
percent recluced t st of ¢ for the urban population 
| ible ‘ Ss of i aiist? tc nad Si Onimniuhities to re 
Ve 1@] liaise i rect ( mts in dare tie 
VW. 1\ ( ~ Ob ect ™ eat YY to service to the 
fs) { ‘ Seg pDprop ite To t out at the L950 census 
‘ , a it f ) me miiatlo mn tarms is now 16 percent 
e whole, ontrast W t percent in 1910.) An additional 20 
t { t - assil l Ontay i Thiiet ! ides those who 
ve ay ! ties o 4 tha Ay 
PAI I, POS’ O BE SELF-SUPPORTING 
While ( oress belt La parcel-post service wa needed, it 
d ho ntion of making Lsu lized service. ‘That is clearly 
ter \ iene Ot tiie ) tle Libhbanh, Senator 
ot @) eg a no Sid 
Mr. P f e desire ! ‘ nd of self to establish a 
were s ed we ( " solutely self-supporting (p. 1USOS, 
‘ Rec \ Me 
Sixtv-second Congress wisely included in Public Law 336 a re 
} t 1 eve prod ed be adequate to pay the COst of 
‘ Vice 
Gi L\ND DIMENS N LIMITS, 1 s 
P? ‘ ost was ly ( vy the Sixtv-second Congress to p ’ not 
Kceed a 1M l elgg iil i «2 hes I rth and o rth con 
{ LO) a » I entlo ot ¢ oOngress to est iblish ad service 
r small parcels o Phe Postmaster General may apply either t 
ongvress or to if | I : ( nunerce Commussion for authority to 
fo thie Heat t, rates or zones, when experience 
strates s necessary in order to promote the servic 
The put Ol ( t pt of venues adequate to cover the 
the service (Public Law 336, supra) 
\\ © parce Dost ( i f —— 1 old the wert 
; eK Lue $1 0 ( ds in zones 1] 
z () ( On da {) the werght lin 
tz - ! reased ) al (| ZOTMN > tO 
Lhe ( July ) wie dimension | i Vas 
; S4 Ma 8. the weicht limit in zone 
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1,2. and 38 was raised to 70 pounds and in zones + to 8 it was raised to 
50 pounds. In addition to increasing weight and size limitations, 
the Postmaster General also reduced the rates below those initially 
established Iy (C ongress very one of ‘aes inportant changes Was 
nade without public announcement of the Postmaster General's pee 
and and in no case was there an opportunity for interested partic 
to be heard. Consent of the Interstate Commerce Commission was 
secured in each case by anh exchange ot correspondence. Tr he C ongress 
was not informed. 

As demonstrating the secrecy maintained with respect to the earlier 
changes, m: lV I refer you to the Con eressional Record of August 5, 
1915. Congressman Kinde Lasked ead Commerce Commissionet 
Harlan for a copy of the Postmaster General’s proposals and the 
Commissioner's reply ot July 1, 1913, said in part: 

Kor reasons that have seemed entirely satisfactory to us the Commission will 
make no public announcement either with respect to what the Post Office Depart 
ment proposes or with respect to our conclusion thereon. This will be done in 
due course by the Post Office Department. Il must request you, therefore, to 
pursue the same course and that you make no public expression respecting the 
letter that I have asked the Post Office Department to send to you or respecting 


g 
your comments to us until the Post Office Department has made its announcement. 


These early changes of weight limits accompanied by rate reductions 
were commented upon by the Joint Committee To Investigate the 
General Parcel Post in its report submitted December 1, 1914, Senate 
Document No. 941, Sixty-third Congress, in these words: 

The committee’s study of the effects of these orders convinces it that the 
exercise thus far made of the power lodged in the Postmaster General to change 
rates and weight limits has been, in several respects, unfortunate for the service 
That the orders increasing the limit of weight to 50 pounds within a radius of 
150 miles from the office of mailing, and to 20 pounds for all distances, were 
issued without sufficient consideration of the needs of the service, and of the 
facilities available for handling such additional business efficiently, there can 
be no doubt. 


CHANGES OF WEIGHT AND DIMENSION LIMITS SINCE 1918 


The weight limits of 70 pounds in zones 1 to 3 and 50 pounds in 
zones 4to 8 with a dimension limit of 84 inches remained in effect for 
more than 13 years from March 15, 1918, to August 1, 1931. On the 
latter date the 70-pound weight limit was extended to zones 4 to 8, to 
making that limit uniform for all zones. At the same time the dimen 
sion limit was increased to 100 inches. The changes that became 
effective August 1, 1931. are the only changes that were made the 
subject of formal proceedings before the Interstate Commerce Com 
mission and concerning which public hearings were held by it. This 
pean of increasing weight and dimensions limits was commented 
upon by Postmaster General Donaldson when appearing before the 
House Committee on Post Office and Civil Service on April 4, 1949, 
in these words: 

That has merely grown by pressure and pressure and pressure, coming b 
from the patron and from the mailer, to be able to get merchandise into the 


hands of the farmer on the rural route. 


We do not quarrel with a service that may benetit the farmers, but 
We do say that the (rovern nent should hot have gvone so fey bevond 
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that by making the same service available to commercial users, and 
thuse ngage in ‘unf: ur competition with pr ive enterprise. 

This matter of unfair Government competition was discussed in 
a brief dated January 29, 1932, filed for the Postmaster General 
I. C. C. Docket No. 24092, by the Honorable Jennings C. Wise, spe- 
cial assistant to the Attorney General. Reviewing the act of August 
24, 1912 (37 Stat. 557), Mr. Wise said, in part: 

Congress plainly manifested its intent to make an important distinction be 
tween fourth class and other classes of mail, its purpose being to make the 
parcel-post service self-supporting. On the other hand, the Postmaster General 
was not to be allowed to establish rates that would either yield to the Post 
Office Department a profit or enable the parcel-post service to be extended beyond 
the point necessary to furnish transportation facilities which the express com 
panies and other agencies could not furnish, and thereby carry the Government 

to unnecessary competition with the latter 


REPORTED LOSSES ON PARCEL POST 


The Post Office Department had no facilities for the apportion- 
ment of revenues and expenditures to the several classes of mail prior 
to the establishment of the cost-ascertainment system first used for 
the fiscal year ending June 30, 1926. Without these data the early 
results cannot be evaluated but in the last 20 vears for which reports 
have been published, the loss on fourth-class mail is stated as $572,440,- 
263. Of that 20-year loss, $230,858,976 or more than 40 percent was 
reported in the last 3 years, 1947-49. In the fiscal years 1932 and 1933, 

nediately following the last increases in weight and dimension 
mits, the reported losses were much greater than in the preceding 
years Che fact that increased volume does not reduce losses is dem- 

nstrated by a comparison of the cost-ascertainment reports for 1947 
and 1949. These reports show an increase of 12 percent in the num- 
er of parcels har dled at zone rates, but the reported loss was up 120 


REPORTS UNDERSTATE EXPENSES AND LOSSES 


The Department’s cost ascertainment reports only apportion those 
expenditures made from appropriations to the Department. Some 
ot the costs of oper: tin g the Post Office Department and of provid- 
ing parcel-post service are paid from appropriations made to other 
departments of the Government. I refer now to such costs as are 
involved in providing Government buildings, a retirement and pen- 

Ion plan for post office pag lovees, compensation benefits for post- 
office employees injured killed while on duty, services performed 
by the Civil Service ¢ cialeain | in connection with postal employees, 
motor vehicles assigned to other departments and loaned to the 
Post Office Department during peak periods and accounting services 
formerly rendered by the General Accounting Office, but recently 
transferred to the Post Office Department. These expenditures are a 
very definite part of the cost of operating the postal service and an ap- 
propriate proport ion should be charged to parcel post, because the law 
req res it to be self suporting. To me, as a businessman, the words 
“cost of service” in the law mean every item of cost for services, facili 
ties, labor. and materials involved in operating parcel post. That was 
eer 1 ly the intent ot the { ongress as expressed by Senator Bourne 
whose comment has already been quoted. This position 1S further 


S 








e- 


ie 
al 
St 
1d 
n- 
nit 








ADJUSTMENT OF POSTAL RATES 667 








supported by Senate Report No , Sixty-second Congress, second 


session, dated July 23, 1912, in which this statement appears: 


For many years the Post Office Department has annually reported a deficit ; 
but recently it has been claimed that the deficit has been overcome and a surplns 
secured, Since this is the subject of some discussion in the report of the House 
columittee, we deem it appropriate to call attention to the fact that all computa- 
tions which indicate a surplus overlook several important items which would 
be included in the financial statement of any private enterprise. A statement 
of expenditures for the Post Office Department does not take into account the 
rental value of or the interest on the investment in Federal buildings used whe!ly 
or in part for post-office purposes. These Federal buildings are under the 
custody of the Treasury Department, which department is charged with the 
expenditures for maintenance of buildings and grounds. The Treasury I 
partment pays for lighting, heating, cleaning, repairing, and otherwise caring 
for Federal buildings used for post-office purposes. The fixed equipment in 
such buildings is also paid for by appropriations for the Treasury Departinent 
These items are properly chargeable to the postal service and should be taken 
into consideration in presenting a financial statement which shows the revenues 
aud expenditures of the Post Office Department. This is not a reflection on the 
present administration, but on the antiquated and unbusinesslike methods in 
vogue for decades, making it impossible to give a correct balance. 

This condition substantially exists today except that certain cus 
todial expenses, such as heating, lighting, and cleaning, are assumed 
by the Post Office Department. We estimate the parcel-post share of 
those costs I have enumerated is not less than $42,000,000 per year. 
Our estimates are based on various reports of interested dep: irtments 
of the Government and are believed to be conservative. It is quite 
possible that many more millions of dollars would be added if such 
costs are definitely determined by usual business methods. However, 
if we add only $42,000,000 to the reported deficit of $90,044,894 on 
zone rate parcels in fiscal 1949—$104,880,608 on all fourth-class mat 
ter—we find that the taxpayer was required to pay nearly 18 cents as a 
=. on every parcel handled, while the user paid only about 32 
cents; or 71 percent by the user and 29 percent by the taxpayer. 


CONGRESSIONAL AND ADMINISTRATION VIEWS ON DEFICIT 


The President’s budget message for fiscal 1950 contained this com 
ment on the large postal deficit : 


The low rates for parcel post have led to substantial diversion of express traf- 
fic from common carriers with the result that the Post Office Department is now 
receiving a volume and type of parcel-post business which it cannot efficiently 
handle with existing facilities. * * * IT, therefore, strongly urge again 
that the Congress enact at once adequate revision of the postal rate structure 

The users of the postal service should as a group pay the full cost of the serv 
ices received. 


The Senate Committee on Appropriations in Report No. 1389, dated 
May 24, 1948, said: 


The committee’s view is that the Postmaster General should take immediate 
steps * * * to fix the parcel-post rates at a level to cover the costs of service 
rendered. 


The House Committee on Appropriations in Report No. 168, dated 
March 1, 1949, said: 


The rates should be so adjusted that the postal service, especially for 
Inercial users, will be conducted on a more nearly self-sustaining basis. 


Coll 


The Postmaster General has repeatedly said that he wants to make 
the service as a whole more nearly self-sustaining, but these views 
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wna Opinions have not been deve loped i into conerete action to produe e 
the desired result. The nearest approach to the matter is the pro 
vision in Public Law 843, approved September 27, 1950, withholding 
certain funds appropriated for the Post Office De ‘partment until such 
time as the Postmaster General has certified in writing that he has re 
quested the consent of the Interstate Commerce Commission to the 
estab lishment of such rate increases or other reformations as may be 
lecessary to insure the receipt of revenue from fourth-class mail sery 
e suffici lent to pay the cost of such service. 
ne hance with that directive, the Postmaster General has asked 
» Interstate Commerce Commission’s consent to certain increases in 
akan rates which he ciaims will produce revenues adequate to 
over the COS sts of service. He has, howe ver, nol only failed to include 
costs properly attributable to parcel post paid from appropriations 
for other de partments, but has also failed to include all the expendi 
tures to be made by the Post Otlice Department. Mr. Edmund JJ. 
Walsh, pea int Comptroller of the Post Office Department, testified 
n ICC Docket No. 30690, Inx Se Parcel Post Rates, L950, that the 
Departi nent on November 15, 1950, took over work formerly performed 
for the Department nt by the Gen eral Accountin oe Office iat Asheville 
N. C., but failed in this presentation to include any part of the cost of 
that service. Later, a ‘larence N. Bruce, Director of the Division 
Budget and Administrative Services Office of the Postmaster General. 
stified that the cost of employees so transferred would be approxi- 
lately Ss). O00 000 per year. 


\DDITION AL FACILITIES NEEDED 


In his recommendations printed by Sagres, onmmittee on Post 
Office and Civil Service, February 25, 1949. | Peete ister General 
tid 
Che low fourt] ite s compared with express rates, have enused con 
‘ h \ sion of express raffic to the mails, especially urge parcels, so 
it the space, equipment, and other facilities are greatly overtaxed 


On March 7. 1949. the Postmaster General said to the House Com 
ittee on Post Office and Civil Service: 


Because of greatly increased rates on express shipments a large volume of 

pareets Tormerty hand ed OV eXpress have been hanneled to parcel post Th Ss 

is really put the Post Office Department in the freight business. We have 

nsufficient distributing space, platform space, terminal facilities, trucks, and 

table raitway cars to cope will he situation, and a this makes our operat OLS 

ore e@Xpenslve Aetua Vy tiie post ~ervice s being taxed as never before 
s long history 

Aga on February LO, 1940. the Postmaster General said to the 
House Subcommittee on Appropriations: 

Congestion in postal quarters is the major problem of the postal service 
TOCA It s still difficult to lease suitable quarters in many places Railway 
terminal post offices nh practi \ ere \ stance aitt nadequate More Space 

needed at railroad stations to handle the mail traffic Federal buildings are 

so inadequate to meet the needs of today inasmuch as there has been prac 

v no Federal building construction since 1958S In the past 10 years the 
pieces of mi: have increased 55 percent, the weight of mail S6 percent, and the 
cubic content thereof 77 percent. With this increase in volume and no correspon 
ing increase in quarters t is hecessary in many instances to resort to costly 
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On Mareh 1, 1950, Mr. Donaldson said to the Senate Subcommittee 
on Appropriations: 


The cost of providing the facilities for the freight business that we are 
would be almost prohibitive. That makes it hard for us to operate mos 


economically 


And, in response to Senator H: ayvden : question about changing the 
law so as to reduce the volume of parce] post, he said: 


Senator, IT would like to give back the freight to the express com] 


During the hearing before the Llouse committee on the post tl rates 
ill, H.R. 2osv, Mr. Donaldson said on March 7. 1951: 


My guess, Mr. Congressman, is that it would be almost prohibitive to prov 


the money to handle freight it ought to be channeled back to the express 


Now I don’t know how much the taxpayer would have to con 
tribute for the construction of the buildings the Postmaster General 
needs for parcel post, but L do know that Pub hie Law 105, approved 
June 16, L949, ap propriated S40.000.000 sole ly for the purchase ot 
land and prepar: ition of plans for Federal buil lings to be used as 
post otlices. No part of the funds sO expe mded is now being charged 
to parcel post service, evell though the increase in parcel post volume 
is the chief cause of new buildings being needed. 


EXPRESS TRAFFIC DIVERTED TO PARCEL POST 


The extent of traflic losses by the express company, gains in parcel 
‘sagt oe and loss of express jobs is illustrated by these figures 
for the last 5 years: 


: ‘ 
\ f les A verag 
} 
car ul nim be 
\ y ‘ roa nul } i 
xpress eXpress ¢ 
‘ ployees 
14 290), 463, 444 80), 04 R21, 226, 86 
1947 214, 737, 874 8S, $23 36,418, 1 
+45 lf 284, 420 0), 84 4 
4 . 120, 382, 4¥ 5Y, 11¢ 1, U4S, 920, ¢ 
17, 240, 4 48. 4 
1 ‘ l iV ilabl 


In December 1950 the average number of express employees was 
52.950, as compared with December 1946, 93,294—a loss of 40,544 jobs. 
Express shipments averaged approximately two pieces each. ‘The loss 

f 100,080,947 express shipme nts between 1946 and 1949 is equivale nt 
to 200,161,894 packages, nearly equalling the gain of 227,693,766 pack- 
ages in_parcel-post service, 

May I just interpolate a word there. In the express business a ship 
ment may consist of many pieces, whereas in parcel post each separate 
package is treated as a separate unit. 

The CHarrMan. Let me ask you one question, just for clarification. 
I notice over here you say the “number ot parcel- post pieces show an 
increase there, and then as you come back here show less shipments 
What is the reason ¢ 

Mr. Merrirr. I am not sure that I understand that question, Mr. 
Chairman. 
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The Cuatrman. I notice one increases and the other clecreases. 

Mr. Merritr. That is right. As I explained, I have attempted to 
show that in the last paragraph on page 14, namely, the two pieces 
making up a single express shipment as compared with the one. 

The Cuatrman. That is true; but it seems like the public has gone 

» shipping probably two where they were shipping one, maybe; 
breaking down the shipments. I donot know why. That shows that, 
does it not ¢ 

Mr. Merrirr. Yes; that is correct. 


CUBIC VOLUME OF PARCEL-POST INCREASE 


In fiscal 1949 the volume of nonlocal parcel post exceeded 1947 by 
156,518,447 cubic feet, a gain of nearly 38 percent. Contrast this 
figure with a gain of 3,519,444 cubic feet in all other nonlocal, domes- 
tic surface mail, slightly more than 2 percent. The increase in parcel 
post cubic feet in this 2-year period compared with the increase in 
cubic feet of all other nonlocal, domestic surface mail represents a 
ratio of 44 to 1. 

Senator Cartson. Before you leave that, could you get that cubic 
feet down to railroad cars, this first figure—“the volume of nonlocal 
parcel post exceeded 1947 by 156,518,447 cubic feet.” How many 
railroad cars, Just roughly ? 

Mr. Merrirr. I do not know, Mr. Senator. This figure is taken 
from the Cost Ascertainment Report. 

Senator Cartson. I see. 

Mr. Merrirr. Now, we could compute the cubic feet of a normal 
baggage car and divide it into that, which would give us the number 


of cars. 

Senator Carison. I am not a railroad man. How many cubic feet 
are in a car, roughly speaking? 

Mr. Merritt. Cars run about 60 by 9, and they are usually loaded 
6 or 7 feet high. My associate has figured out that there are about 
3.000 cubic feet in a car, and 156,000,000 would mean 52,179 cars. 

Senator Butter. How many 

Mr. Merrirr. Fifty-two thousand one hundred and seventy-nine, 

Senator Bur ter. Railroad cars? 

Mr. Merrrrr. That is right. 


PARCEL-POST PIECES—-INCREASED 


The number of pieces of fourth-class mail originated at first-class 
post offices in 1949 was 14.4 percent greater than in 1947, at second-class 
post offices it was 2.4 percent greater, while at third- and fourth-class 
post offices, there was a decrease of nearly 2 percent. That is a pretty 
good indication of the commercial nature of the increased volume. 
In fiscal 1949 the first-class post offices originated 92.8 percent of all 
fourth-class mail. Second-class post offices originated 4.8 percent. 
These two classes of post offices, therefore, originated 96.9 percent 
of fourth-class mail. 

In this 2-year period, the pieces exceeding 40 pounds in zones 1-2 
and 20 pounds i in zones 5-8 Increased 69.8 percent. The greatest in- 
crease numerically was in the 21-25 pound bracket, but the greatest 
percentage of increase was of parcels weighing 36-40 pounds, that 
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increase being 119 percent. These comparisons show that the De- 
partment is being burdened with more and more heavy commercial 
traffic that should be handled by private enterprise. 


THE POSTMASTER GENERAL'S VIEWS REGARDING LARGE PARCELS 


The Postmaster General in his report for fiscal 1948 commented 
on the increased volume of heavier commercial traffic in parcel post 
in these words: 

This type of mail is more costly to handle inasmuch as its bulk requires more 
space and manpower than other classes of mail. 

During the hearing on H. R. 2945, April 4, 1949, Congressman 
Hagen asked this question: 

There is also some feeling that the size might be limited. Is not your expense 


in extra work involved largely on the large-size boxes and the unusual length or 
girth or size of parcels? 


Dr. Donaldson replied : 


There is much more expense in handling parcel post where the size does not 
permit enclosure in a mail sack, 

To the House committee on April 4, 1949, the Postmaster General 
said: 

Personnally, I would like to see a reduction in the size and weight, but that 
is something that this board of directors of the postal service (the Congress) will 
give consideration to. 

The words “the Congress” are our own addition. 

In his application for consent of the Interstate Commerce Commis- 
sion to increase parcel-post rates, dated October 15, 1950, the Post- 
master General said: 

The cost of handling parcels of large size and weight, as well as those which 
must be handled outside mail bags, is greater than the cost of handling other 
parcels and taxes the available postal facilities and equipment. 

During the hearing on S. 1046 on March 20, 1951, the Postmaster 
General said: 

You could probably do this, you could prohibit from acceptance in the mail 
any package that weighs above a certain poundage or exceeds certain dimen- 
ma = eS * sut I would not recommend that to take it away from the 
public—and when I am talking about the public, I am talking about the rural 
patrons who receive most of this parcel post; but I do think it is unfair for the 
big retailers and wholesalers to do their freight business through us. 

S. 1335 does not change the parcel-post service for rural patrons. It 
specifically exempts the application of reduced weight and size limita- 
tions on parcels moving from or to third- and fourth-class post offices 
as well as those from or to addresses on rural and star routes. 


PURPOSE OF SURCHARGES ON PARCEL POST 


The Postmaster General has proposed in his application of October 
13, 1950, to the Interstate Commerce Commission that he be author- 
ized to establish surcharges on parcels weighing more than 50 pounds 
and on those under 50 pounds which must be handled outside mail 
bags. During the hearing before the committee on S. 1046, Mr. 
Donaldson was asked about these surcharges and he replied: 


At the present time my objective in asking for this surcharge on parcel post is 
to drive out of the mail if possible all this freight that is being handled not from 
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the usual parcel-post customers—every day you get from New York City or the 
large centers carloads of freight that has to be handled and delivered to the 
retail stores and which formerly was handled by the express companies and that 
ought to go back there, ‘That is really freight business and we are not equipped 
to handle freight business. 


Later, in the same hearing he said: 

Yes; I propose that in my petition to the Interstate Commerce Commission, 
that I be given authority to put a surcharge not exceeding 50 cents per parcel 
or parcels weighing over 50 pounds or too large to go into mail sacks, Whether 
that will drive them out, I am not sure 

The Postmaster General proposed a surcharge of not more than 
25 cents on parcels weighing not more than 50 pounds which cannot 
we sacked, and not more than 50 cents on parcels exceeding 50 pounds. 
ven the maximum surcharge proposed will not drive this heavy com 
mercial trathe out ot par e| post. The sure and direct Way to acom- 
plish that is by reducing the weight and dimension limits, as proposed 


= 


this bill. 


ADMINISTRATION SURCHARGE FOR OUTSIDE MAIL 


The Postmaster Greneral has proposed different amounts ot sur- 
charge on ditferent C\ pes ol pare els asa method of reducing the volume 
of heavy and bulky commercial traffic. The postal regulations list 
23 different types of parcels or commodities that must be transported 
outside mail bags, and all clerks receiving parcels at every one ot 
the 41,607 post offices would be required to familiarize themselves 
with this regulation and the different surcharges that might be estab- 
lished. Included in the matter required to be handled outside mail 


bags are 


Par eis We ch he over 85 po inds 

Small parcels weighing over 15 pounds, if over 60 pounds per cubic foot 

Small wooden or metal boxes weighing over 10 pounds with corners or edges 
Which might damage other sacked mail 

Matter too large or too long to go in a sack 

Parcels with red or yellow caution labels 

Liquids in metal cans of 1-gallon capacity or more 

Heavy wooden or metal cans, boxes or crates 

Heavy casting and machinery parts, not boxed 

Fragile phonograph records for 


Other fragile phonograph records with 16-inch diameter or larger 


i 
* the blind 


kjexible phonograph records 21 inches diameter or larger 





Windows, picture glass, mirrors, or similar articles in parcels more than 15 inches 
by 19 inches if glass is over 21 inches by 16 inches 

Liquids in glass with total content over 24 fluid ounces 

Umbrellas over 25 inches long, except when mailed in quantity to the same 


destination when length must be over SO inches 
Soft fruits and berries 

22g¢8 in standard shippir rates 
saby fowl 
P| 


owers 


jaskets and similar matter not boxed or wrapped 


The administration of surcharges on matter described in this regu- 
lation would seem to present a real problem involving as it does 
employees at all post offices, as well as rural-route carriers throughout 
the United States. 
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The administration of the provisions of S. 1335 would affect only 
the employees at the 7,963 first- and second-class post offices and would 
be less difficult than the application ot surcharges proposed by the 
Postmaster General as I shall endeavor to show. 


ADMINISTRATION DIFFERENT WEIGHT AND DIMENSION LIMITS 


It should be remembered that for nearly 1S years, from August 15, 
1913, to August 1, 1931, two different weight limits for parcel post 
were maintained and successfully administered at all post. offices, 
During that long period, all of the postmasters and clerks were re- 
quired to be familiar with those different regulations. 

This bill affects only parcels” originated at first- or second-class 
post oflices of which there are 7.963 out of the total of 41.607 and 
furthermore, affects only a small part of all the parcels originated. 
Inasmuch as the average weight of parcel post is only 7 pounds, it will 
be per fectly obvious to the emp ployees at first- and second-class post 
offices when a parcel does not come within the restrictions set forth 
in S. 1335. 

All commercial shippers will SOON learn of the requirements and 
will not bring to the post offices parcels that are not acceptable. Postal 
clerks are familiar with the first-class post offices; for example, there 
would be no question in the mind of a postal clerk in New York or 
Chicago about the weight and size requirements on a package destined 
to such places as Fort Worth, Dallas, San Antonio, Seattle, San Fran 
cisco, Los Angeles, Denver, Chattanooga, Atlanta, Savannah, Albany, 
Butfalo, and many others. All that would he needed in the hirst and 
second-class post offices is a list of such offices and if a shipper brings 
in a parcel destined to an office with which the postal clerk is not 
familar, that is, a border-line case, the postal clerk need only deter 
mine that the name of the office is not on the list of first- and second 
class post offices. If the name is not on that list by a process of elimi 
nation, he will know that the parcel may move under the present 
weight and size restrictions, that is, 70 pounds and 100 inches. 

At the 33,644 third- and fourth-class post offices, and on rural routes 
there would be no question about receiving a parcel because this bill 
makes no change in the present weight and size limitations. There 
would be no difficulty with the receipt of parcels destined to rural 
routes because the parcel would bear an address designating the route. 
S. 1335 takes nothing away from the farmer or the residents of small 
communities. It conforms exactly with the provisions of H.R, 2945 
passed by the House of Representatives on February 9, 1950, by a 
substantial majority. 


RAILWAY EXPRESS FACILITIES 


Railway Express has 16,661 offices through which it serves approxi 
mately 23.000 cities and towns. There sare only 1.963 post offices 
affected by this bill. In addition to the express service reaching ap 
proximately 23,000 sheet, there has been developed in the last 30 
years a great system of hard-surfaced highways now traversed by 
truck lines, both private and common carrier, so that virtu: ally every 
community has transportation service by rail or highway carrier o1 
both. It was this great highway system and shifting of popu ition 
that resulted in the elimination of 16.382 post offices since 1915 
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POST OFFICE CLERKS FAVOR REDUCED WEIGHT AND DIMENSION LIMITS 


Mr. William C. Armbrust, national president, United National 
Association of Post Office Clerks, appeared before the Senate C om- 
mittee on Post Office and Civil Service during the hearings on H. I 
2945 which contained the same restrictions as are now proposed and 
on June 28, 1950, said: 

I agree, Mr. Chairman, with the statement made by Mr. Harrison of the Rail- 
way and Steamship Clerks, and by Mr. Merritt, vice president of the Railway 
Iexpress Agency. I want to endorse their proposal and the proposal in H. R. 
2945 to reduce the size and weight on parcel post. I believe the time has come 
for the Post Office Department to get out of the freight business which is con- 
tributing toward the huge deficit in a substantial degree. 


PRESERVATION OF FREE ENTERPRISE IN PUBLIC INTERES1 


Parcel-post service as presently offered for large and heavy parcels 
and subsidized by the taxpayer is nothing less than nation: alized trans- 
portation. In those European countries now deprived of opportunity 
for free enterprise, in some of which ¢ os ns 1m denied the right to 
choose their jobs, the first ste p was Us ake ‘1 by li ition: alizing urs anspor- 
tation. While we must admit we followed a European example when 

first established the parcel post, let us not continue on that road 
ul antil we too have a socialistic system. 

Our Nation was founded on and developed by the free enterprise 
system. We can’t afford to destroy free enterprise or even permit 
any segment of it to be weakened, as the parcel post has already done 
W ith the express industry. Said Senator Mognit ne y on June 27, 1950, 
during the Senate hearings on H. R. 2945: 

If the Government is going to take over the job of shipping commodities on a 
subsidized-rate base, we are going sooner or later to find ourselves taking over 
trucks and railroads and all the means of communication and I personally am 
not for that. I do not want to see us get at it in a devious roundabout way. 
You can do this by drying up the bloodstream, which is the capital that comes 
into these operations. 

A private express service, with security for its employees, has been 
found of great value to the Nation in periods of emergency. The 
express organization has performed services of untold value to the 
Nation in national defense. The preservation of that service, through 
the elimination of unfair Government competition is definitely in the 
public interest. Gentlemen, I recommend the proposed reduction 
of weight and dimension limits for parcel post as a forward step and 
urge you to recommend its adoption by the Congress. 

Thank you very much, Mr. Chairman, for listening so patiently 
to that lor lo discourse. 

The CuamrMan. You went into detail and explained a great deal of 
it very well to us, and I think it has been very enlightening. 

Does any me mber of the committee wish to ask any questions / 

Senator Cartson. Mr. Chairman. 

The Cratrman. Mr. Carlson. 

Senator Cartson. I have here some figures prepared for me by 
Mr. Wentzel of the Post Office Department which gives its zone rates 
for parcel post for the fiscal year 1950. I noticed you carried some 
of them in the statement you made, but for the record the number 
of parcels for the fiscal year 1950 were 1,008,631,563; revenue, $380,- 
$20,196: e xpenditures, S445 022.716: the loss, $64.202.518. 
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Now, Mr. Wentzel also advises me that was for the fiscal year 1950. 
Had we used the calendar year, the loss, net loss, for parcel post for 
that year on a zone-rate basis for parcels would be $91,000,000. 

Now, I took it from your statement that you think that that loss 
is much higher on the grounds that the cost ascertainment does not 
take in certain custodial expenses, such as heating, lighting, and clean 
ing which are assumed by the Post Office Department. 

Mr. Merrirr. Not the custodial expenses, Mr. Senator. They do 
carry the custodial expenses. But for the expense of the building. 

Senator Carison. I see. 

Mr. Merrirr. For the expense of repairs and things of that sort. 
The ‘Vy are not included. 

Senator Burier. Also the rent ? 

Mr. Merrirr. That is right. 

Senator Monroney. In other words, your occupancy charge is ig 
nored there ? 

Mr. Merrirr. That is right. 

Senator Carrson. Assuming that we use the figure of $91,000,000 
for the calendar year 1950, you would add $42,000,000 to that, or 
make a total of $133,000,000 ¢ 

Mr. Mererrr. At least $42,000,000; yes, sir. 

Senator Cartson. I note by your statement that there has been a 
great reduction in your volume, and I notice also that you have fur- 
loughed thousands of your employees in the last 4 years. It seems 
to be very pronounced, Isthere any particular reason for that ¢ 

Mr. Merrirr. Well, there are some reasons. We think the basic 
reason is right here. We are caught. Senator, between two forces. 
On the one side is our rising costs, as indicated by Mr. Hammell. That 
is something that every business has these days. And on the other 
side is the force of this subsidized competition at rates that no private 
carrier can hope to meet and make any profit. 

Now, that has been the chief reason for the diversion of so much 
traffic from express lines. 

Now, there have been other reasons. Since the war the motor-truck 
lines have become more active than they were during the war. Car 
loading companies, all types of competition are out after business 
today as they were not during the war. But the big cause of the loss 
is the differential between the parcel-post rate and the express rate. 

Senator Cartson. In other words, vou feel this subsidization to the 
extent of at least $90,000,000, probably $133.000.000, is seriously 
affecting your business ? 

Mr. Merrrrr. That is right, very definitely. 

Senator Cartson. Now, the Postmaster General, Mr. Donaldson, 
has requested increased rates from the Interstate Commerce Commis- 
sion. Assuming that those rates are granted, would you still favor the 
enactment of this piece of legislation ? 

Mr. Mernrirr. That is right. The matter of increasing the parcel- 
post rates, Mr. Senator, is only a part. It is a step in the right direc- 
tion, but it is only a step 

One of the difficulties is the high weight and the high dimensional] 
limits that the parcel post will now handle. It can hardly be said 
that a package weighing 70 pounds and measureing a hundred inches 
in girth is a package which is moving for the purpose for which parcel 








676 ADJUSTMENT OF POSTAL RATES 


post was originally inaugurated. As I have indicated here by the 
growth of the parcel-post business in certain zone areas, and in cer- 
tain rates, the big business that the parcel post is now handling is a 
commercial trathe moving between commercial centers. 

Senator Cartson. As one member of this committee that is, of 
course, ereatly interested in the protection and preservation of the 
parcel post, [ think you have made a very splendid statement, and I, 
for one, am going to give it very serious consideration when we get 
into final consideration of this bill. 

That is all, Mr. Chairman. 

Senator Monroney. Could you tell me how much your rates have 
had to be increased since 1946 ? 

Mr. Merrrrr. That is hard. Since 19467 

Senator Monroney. I pick 1946 because that is the table that you 
vive there. 

Mr. Merrirr. That is a good date. It is hard to say ratewise, Mr. 
Senator. A general figure might be stated at 74 percent, although 
some rates have gone up a little more than that and some a little less. 

Senator Monroney. Lam trving to get something to measure. Dur- 
ing that same period what has been the increase in parcel-post rates ¢ 

Mr. Merrrrr. Parcel-post rates were increased in January 1949, I 
am informed. about 2U percent; 19 percent is the houre I have in 
mind. That has been the only increase. 

Senator Monroney. In other words, you are laboring under a handi- 
cap because of wage and hour restrictions and freight expense. | 
Imagine your railroads charge you more for your transportation. 

Mr. Merrirr. We do not operate just that way, but the railroads 
need more nioney from the express business. ‘There is no question 
ibout that. 

Senator MonrRON] x. How much have the railroads raised the cost 
of carrying parcel post or carrying mail; do you know / 

Mr. Merrirr. I am sorry, I cannot answer that. 

Senator MoONRONRY. That will have to come from the Post Office 
Department, I guess. 

In other words, while you have had a 74-percent increase in express 
rates, for the same period it has been about 20 percent on parcel- 
post rates 4 

Mr. Merrrr. That is right. 

senator MoNRONEY. Thank you. | have nothing more, 

Senator Burirer. Mr. Merritt, 1 am interested in one phase of your 
testimony. It has been the experience of the Post Office, as I under- 
stand it, over a period of years that all increased business lessens 
the so-called deficit. And in your case you have testified that th 
increase of business has increased the deficit. 

Mr. Merrrrr. The parcel-post deficit. 

Senator Burier. Yes. 

Mr. Merrirr. I am thinku go here just about parcel post, of course. 

Senator Burter. Yes. In all other classes, all witnesses that have 
been before this committee have shown that any increase in volume 
has immediately decreased the deficit in that particular class, and 
[ am just trying to weigh the cause for that. 

Mr. Merrirr. Yes. I cannot answer that, Senator. ‘The fimures 
that we have are taken from the Post Office cost-ascertainment report. 
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Senator Burier. But this is one class of mail now it is definitely 
established that volume does not make up the deficit 4 
Mr. Merrirr. That is right. 
The CuatMan. Any other questions / 
If not, we certainly appreciate your coming before us, Mr. Merritt. 
Mr. Merrirr. Thank you. 

The CuatrmMan. The next witness is listed as Frederick Tobin of 
the International Brotherhood ot Teamsters, but l ai informed he 
is not here this morning. 

Mr. Gerald D. Finney. 


STATEMENT OF GERALD D. FINNEY, ATTORNEY, REPRESENTING 
THE ASSOCIATION OF AMERICAN RAILROADS 


Mr. FINNEY. May it please the chaiman and centlemen of the 
committee, my name is Gerald D. Finney. I am a lawyer with the 
Association of American Railroads, for which I am here appearing. 

The Association of American Railroads Is a voluntary unINCOrpo 
rated association of railroads. Its membership is made up of prac 
tically all of the class I railroads of the United States. 

I appear here in support of S. 1335 largely for the reasons set forth 
by Mr. Hammell and Mr. Merritt in their statements to you. I shall 
only take up a few minutes of your time. 

The interest of the railroads in this legislation arises out of the 
fact that they perform the express business of the country through 
the Railway Express Agency which they own and therefore any 
thing hurtful to the express business is hurtful to the railroads. — 

One of the most important adverse factors now affecting the express 
business is the diversion of large packages from express to parcel post. 
Certainly the carrying of large packages of this kind is not included 
in What would ordinarily be thought of as postal service. It partakes 
more of the character of freight business or express business. 

There is no possible justification for the Government to enter this 
field, that is, the freight or express business, when by so doing it 
engages in direct competition with private enterprise which is already 
in the field and is capable of providing the public with the necessary 
service. 

There can, of course, be ho such thing as fair competition bet ween 
t private agency such as the express business, which must pay all of 
its own expenses and fix its charges to the publie accordingly, and 
a Government agency, which is under no such requirement. 

Postmaster General Donaldson, in hearings before a subcommittee 
of this committee about a year ago, said (pp. 115-6, pt. 1 of hearings 
on S. 1103, a bill to adjust postal rates) : . 

Personally, and fro » sti i f sinessms j coing oc 
I would cei: coma amcraenme ps aaa croton rar 
freight business. I have never been very much of an advocate of 
nn business, unless it is Government business, 


Out of thre 


Government 


We believe that the bill under consideration represents an important 
step in the right direction and we hope very much that your committee 
will report it favorably. . , 

Phe Cramman. Any questions? 

(No response. ) 
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The CHarrman. As far as the railroads, they carry a great deal 
of parcel post the same as express 4 

Mr. Finney. That is right; yes, sir. 

The CuarrMan. So it does not make so very much difference to the 
railroads, does it? 

Mr. Finney. No, sir, I wouldn't say that, Mr. Chairman. 

The CHarrMan. It would make some, of course. 

Mr. Fixney. Of course. 

The CuHarrman. But not too much ? 

Mr. Finney. I would agree with that. 

Senator Monronry. Do you know how much the railroad rates 
for handling mail have gone up since 1946 ? 

Mr. Frynery. Since 1946. Well, sir, as you may know, there is a 
railway mail pay case pending now. I may be incorrect in this figure, 
but my recollection is that there was an interim increase granted by 
the Interstate Commerce Commission of 25 percent, and that is now 
in effect. There is, however, still pending a case before the Commission 
to increase rates over and above that. 

Senator Monroney. That is since 1946? 

Mr. I INNEY. That is since, | believe the date was February 1947. 

The CHarrMan. That is for parcel post ? 

Mr. Finney. That would include all types of mail, as I understand; 
ves, sir. 

The CuatrmMan. Any other questions / 

We certainly thank you. 

Mr. Finney. Thank you, Mr. Chairman and members of the com- 
mittee. 

The CHatrmMan. Mr. Frank Taussig. 

Mr. Latimer. Mr. Chairman, before the next witness goes on, so 
that we can keep the proper order for the record, I would like 
to place in the record at this time a quote from the Postmaster Genera] 
on the first day of testimony on 8. 1046. At the request of Senator 
MeKellar the clerk read into the record at that time the amendment 
to H. R. 2945, which is identical to S. 1335. The Chair propounded 
t question to the Postmaster General as to the workability of said 


amendment, on page 70 of the record. This is the reply of the Post 
master General: 

The way the House passed the bill, it would be mpossible for the Post Office 
Department to administer it 


Mr. Latimer. You are referring to the House floor amendment? 

Postmaster General DoNALDSON. The House floor amendment. 

Mr. Wentzel probably could give any further details on the adminis 
trative difficulties on that amendment. I thought the record should 
show it at this time. 

The Cuatrman. Do you have any statement along that line? 

Mr. Wenrzex. I do not want to take up the time of the committee 
it this time. 

The CHatrman. I think it would be well to know. You present 
vour side now, then if they have any rebuttal, they can explain the 
other side and we can get it all before the committee. I would like 
to have It as early as possible, while they are here, and if they have 
inswers to what vou have to say. That question is raised by you. 
You see, you are on the affirmative. 
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Mr. Wenrzev. I would be glad to explain the Department’s view 
on that. That is, most of the parcels, as Mr. Merritt brought out in 
his testimony, originate at the first- and second-class offices, and it 
would be necessary when someone would bring a parcel in for mailing 
to determine not only the class of offi : to which it goes—that would, 
of course, be comparatively simple—but many of these offices have 
rural routes, and a parcel addressed for delivery on rural route 
or by star route carrier under this bill that is being discussed here 
would be acceptable. Now, it would involve considerable difficulty to 
run down that particular information. 

Then a further point would be this: that we know from our expe- 
rience when the limit of weight differed 20 to 30 years ago, that ship- 
pers would take advantage of that, of course; that is, they would 
address it ostensibly to a rural route out of a city, although they may 
be patrons of the city post office, a business concern in the city, and 
they would arrange to have this addressed to some point right outside 
of the city limits on a star or rur . route. We know they would take 
advantage of those things, and it would be somewhat difficult, as 
Postmaster General Donaldson said, practically impossible to ad- 
minister adequately. 

Mr. Barer. Mr. Chairman ? 

The CuatrmMan. Mr. Barber 

Mr. Barever. If 1 may interject something at this time. In addi- 
tion to the testimony submitted by Mr. Merritt, we respectfully refer 
you to page 7 of Gr: and Pt ‘esident Harrison’s statement. We do not 
agree with the conclusion that it is impossible to administer this part. 

I believe that Grand President Harrison has covered this carefully 
and conclusively in his statement, and I hope that you and all members 
of the committee will familiarize yourselves with it. 

Senator Burier. Page 7? 

Mr. Barser. Page 7. It begins down at the bottom of the page 6, 
Senator Butler, the last paragraph on page ( beginning with the 
word: “The objections of the Postmaster Geuneal? and it continues 
down to the first paragraph on page 8. 

The Cuamman. Any other statements? Any questions? 

Mr. Merrirr. Mr. Chairman, may I make just a brief statement ? 

The CHamrman. Yes. 

Mr. Merrirr. We respect Postmaster General Donaldson's view- 
point concerning the difficulty of administering this bill, but for the 
reasons stated in my testimony we believe it can be readily admin- 
istered. 

As to the public taking advantage of it, that is something that Post 
Office policing can correct. The public takes advantages of the post 
office now by shipping packages eeu oes more than 100 inches in 
girth and weighing more than 70 pounds. 

We are accustomed to handling big volumes of traffic, and out of 
our experience in handling that traffic and our knowledge of post office 
procedure, we believe unequivocally that this thing can be adminis- 
teredl and without any serious violation of postal regulations, or with- 
out not only undue expense, but with real saving to the Post Office 
Department. 

The Cuairman. Any questions by any members ? 

If not, we will proceed with Mr. Taussig. 
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STATEMENT OF FRANK B. TAUSSIG, EXECUTIVE VICE PRESIDENT, 
GROLIER SOCIETY, INC. 


Mr. Taussig. Mr. Chairman and members of the committee; my 
name is Frank B. Taussig. I am executive vice president of the 
Grolier Society, Inc., pub lishers of subscription books. 

[ appear before you as the spokesman for a group of subscription 
and reference book publishers. These companies publish and dis- 
tribute sets of books of an educational nature which include adult 
and juvenile encyclopedia, anthologies, sets of standard authors, and 
publications on child training. Their works comprise sets of books 
from 5 to 50 volumes, among which are the following: 

The Encyclopedia Britannica; the E neyclopedia Americana; the 
Book of Knowledge: Britannica Junior; Collier's Encyclopedia; the 
Harvard Classics: the World Book Encyclopedia; Childeraft, and a 

tumber of other educational books. 

Reference works of this character have for many years been con 
sidered essential educational tools and “ure to be found in schools and 
libraries throughout the country in addition to hundreds of thousands 
oO} homes. 

Parents in all walks of life purchase these sets for their children 
because they fill a definite need in their education. The publishers 
are commended by educational authorities for making them available 
to the great mass of our Nation’s people at the lowest possible cost. 

These reference works are not sold through the ordinary retail 
hannels. ‘They are sold directly to the individual purchaser by 
trained representatives who work for the publisher. The sets are then 


hipped from the printing and binding establishments where they 
are produced directly to the individual purchasers by book post. 
The wel oht ol these sets of books average between Aj y and D0 pounds 


igh as 120 pounds. U are present postal regulations, which 
in effect for m: ny years, we are able to ship these sets in 


one, or at the most, two p: pe at the flat unzoned book post rate 


] 
} 
i 


to any place in the Un ‘ted States. This enables us to deliver these 
essential tools to individuals and instituti ions where they are needed, 
with a minimum expense to the purchaser, who is the one who bears 
tl Ost 

The bill- =, ljsoo— which has been proposed will be absolutely 


impractical as far as our industry is concerned. It would mean that 
we could not use any package in excess of 20 pounds, no matter what 
zone it was to be delivered to. Please bear in mind that we print, 
bind, and package from 5,000 to 25,000 sets at one time. You can well 
magine the contusion that would take pP lace if we attempted to have 
three different weights and numbers of packages for the same set of 

In the case of one of my company’s publications, the Ene velopedia 
Americana, which is in 30 volumes, and weighs 110 pounds, we now 
ship each set in two packages, weighing 55 pounds each. 

If the propos sed bill were enacted we would have to use six packages, 
This would increase the cost of packaging and ha: idling to at least 
double the $1.90 it now costs besides using considerably more material. 

Many of our sets » packed in cartons and the increase in the 
amount of caoaea necessary to make these cartons would be in 
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most cases double, at a time when this material is scarce and is becom- 
ing it possible for educational institutions and individuals to receive 
would be considerably greater as its employees would have to handle 
three times as many pack: iges. The number of man-hours consumed 
to handle the additional number of packages to the same destination 
would be proportionately increased. 

Another point to bear in mind is that these sets of books are units. 
There is nothing as useless as an encyclopedia with one or more 
volumes missing. If, for example, five packages are used for a set, 
four arrive and one is lost, the publisher must break up an entire 
set to replace the missing volumes. Or if one package is delayed, the 
purchaser blames the publisher, the post. office, or both. And in this 
way a great deal of time and money is wasted. 

As you know, the Interstate Commerce Commission is now con- 
sidering a proposal of the Postmaster General to increase rates for 
fourth-class mail. He included in his proposal a recommendation 
that the book post rate apply only to packages up to 10 pounds. 

We have appeared at these hearings, and have entered our protests 
regarding the 10-pound limit for the same reasons I have already 
stated. 

At present the post office is rendering a real public service by mak- 
ing it possible for educational institutions and individuals to receive 
through the mail these essential reference books direct from the plants 
where they are produced. We respectfully request that this service 
should be continued. If not, it will cause untold confusion and dis- 
ruption to the subscription book industry, which, though compara- 
tively small, serves a definite need in education. 

For these reasons we ask that an amendment to bill S. 1335 be in- 
troduced, which will exempt books from any weight and size limita- 
tions regardless of zone below the maximum now in force, namely, 70 
pounds in weight and 100 inches in girth and length combined. 

The CratrmMan. You would not object to the bill if there was some 
exemption made for books ? 

Mr. Tavssia. No, sir. 

The Cuamman. You already get a preferred kind of a classifica- 
tion, I believe. 

Mr. Taussic. On the rates, you mean / 

The CuatrmMan. Yes. 

Mr. Taussig. Yes, sir. We appreciate very much this bill has been 
introduced which takes into consideration books. But we are in the 
middle to a certain extent on this. sir. because of the weight of our 
units, which I have tried to explain. However, we do not ask for any 
exemption just for sets of books. I know that would not be prac- 
ticable, and I know the textbook people and trade-book people also 
have similar problems, but I wanted to bring our particular problem 
before you. 

The CHairman. Any questions by any member of the committee / 

Senator Carson. Only this, Mr. Chairman: I was much interested 
in his paper, and I appreciate very much the problem that is confront- 
ing the groups of publishers of books. 

If you were in our position on the committee, with a deficit of 8512. 
000,000, or at least expenditures over receipts, | am wondering 1f you 
could give us some suggestions to help us on that. 
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Mr. Taussic. Well, in our testimony before the Interstate Com- 
merce Commission, I believe we were able to show that our books were 
paying their way. Perfectly frankly, we were not concerned so much 
with the rate as we were with the weight. We are not asking for any 
subsidies. 

I would like to point out one thing. Books in general that are 
shipped through the Post Office have a weight density of 20 pounds 
per cubie foot. Our books, because of the fact we use heavier paper, 
and have to because of the illustrations, have an average weight den 
sity of between 40 and 45 pounds per cubic foot. Now. as I under 
stand it, one of the yardsticks used for rates we pay is cubic foot 
miles. So therefore, in that particular case, our books, the post office 
is getting larger revenue from them. 

The CHatrMan. Any questions ¢ 

Senator CARLSON, Just on that point for the record. 

Mr. Tat SSIG. Yes, sll - 

Senator Cartson, From the cost-ascertainment report for the fiscal 
year 1950, Books, section 34.54, Postal Laws and Regulations—the 
revenues, $9,682,766; expenditures, $12,879,440; the excess of appor- 
tioned expenditures over revenue, $3,196,674. 

Mr. ‘Taussig, I wanted that in the record, sincerely hoping that we 
might even continue your present position, because I am greatly in 
terested in maintaining distribution of books, but I think the record 
ought to show what the situation is. 

Mr. Taussic. I appreciate that. 

(The following was supplied latter :) 

At the suggestion of Senator Butler, we have prepared a suggested amend- 
nent to S. 13885, which would exempt books from the weight limitation im- 
osed by this bill. The language is identical with section 204 (d) (62 Stat. 


"60: BOUL S. C. 292a). You will note that I have not differentiated between 
is types of books, as it is felt that if this were done it would be extremely 
difficult to administer such a regulation. Although we, in the subsecription-book 


business, have a particular problem in connection with the weight limitation, 
* problems also exist in the text and trade-book field 

2, insert the following: “or (3) 
oks permanently bound for preservation consisting wholly of reading 


\fter the words “star route” on line 1, page 


itter with incidental blank spaces for student's notations and containing no 

vertising matter other than incidental announcement of books, the limit of 
size shi be one hundred inches in girth and length combined and the limit in 
weight sl be over eight ounces and not exceeding seventy pounds 


The Cuairnman. Any other questions / 

Phank you. 

Mr. Tavssic. Thank you very much, sir. 

The Cuarrman. Dr. Luther Harris Evans, Librarian, Library of 


( ongress. 


STATEMENT OF LUTHER HARRIS EVANS, LIBRARIAN, LIBRARY 
OF CONGRESS 


Mr. Evans. Mr. Chairman and gentlemen, I am appearing at my 
ownh request 1n eho oOstate a conception of public Interest asa public 
servant oncer] ed with the widest circulation of books to the Amet 


1 peop ile. 
“wae some Vears since I first had the matter of postage rates ana 


hooks called forcibly to hi attention in connection with hearme’s 


the Ho ise oO the postal rate by ll. | have been concerned. | he! eve 
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that reading matter in books shoul | be give na second-class m: ailing 
privilege on the same grounds as the second-class privilege is granted 
to nonbook reading matter. I see no valid basis for discriminating 
against books as reading matter for the education and information 
of the people as a part of the program to equip them to perform more 
adequately their responsibilities in a great democracy. 

My second point is that the action pending i in the Interstate Com 
merce Commission should be quashed by action of Congress in view 
of the narrow scope of the discretionary authority allowed the C om 
mission, and particularly the fact that the framework of public policy 
within which the Commission must operate is not broad enough. 'T he 
only feasible action open to the Commission under its present terms 
of reference, as 1 understand it, would result in unjust discrimination 

gainst books. 

My third and last point is that I am not expert in postal-rate mat- 
ters, and hence I have no recommendation to make as to whether book 
rates ought to be increased or decreased or left where they are. It Is 
up to Congress to decide as a matter of public policy how much re: 
ing matter should be subsidized, and on that I would merely say that 
I believe some subsidy is desirable, as Congress has decided in the 
past, and that it should be adjusted so all types of reading matter 
are entitled to the second-class privilege. 

Provided that books as reading matter are put in second class, I 
am in general not opposed to making fourth-class material pay its own 
way, though I have recommendations as to the detailed provisions 
required best to achieve these objectives. 

1 am much impressed by the arguments presented here this mor 
ing about unfair competition with private business and the bad public 
policy of subsidizing shippers and recipients of purely commercial 
items, 

Thank you, Mr. Chairman, for this opportunity to present my views 
to the committee. 

The CHairman. We certainly thank you for coming before us on 
this transferring from fourth to second class. We will at least give 
that consideration. We have got to look into that thoroughly before 
we do that, of course, but the committee will at least look into it. 

Senator Buriter. Dr. Evans, what prompted the Cougress to re- 
quest that this petition be filed before the Interstate Commerce Com 
mission that you said should now be dismissed ¢ 

Mr. Evans. The Congress, as I understand it, had before it the 
problem of making the postal service more ne: oe self-sufficient, an 
objective with which I have sympathy. The law, however, has in it 
a provision giving the Interstate Commerce Commission the power to 
adjust rates only as regards fourth class, and it seems to me that that 
puts the whole matter in too narrow a framework of public policy 

Mr, LATIMer. Mr. Chairman, if I might answer more directly Sen- 
ator Butler's question, it is contained in your statement that you made 
on the Senate floor when you introduced S, 1569. This is the section: 

In the meantime, by action not of the Post Oflice Committee of either House, 
but pursuant to the provisions of chapter 4, Post Office Department sectio 
of the act making supplemental appropriation for the fiscal year ending June 
30. 1951, the Postmaster General On October 15, 1950, filed a petition w 
the Interstate Commerce Commission asking for a very substantial increas 
in fourth-class mail 








684 ADJUSTMENT OF POSTAL RATES 


In other words, it was a mandate in the appropriation bill of last 
year of the Eighty-first Congress that he make that application under 
the existing act of 1925. 

Senator Monronry. Does the Interstate Commerce Commission 
have any latitude in adjusting these fourth-class rates to include sub- 
sidy as to books and cost of transportation, and as to other matters ? 

Mr. Larimer. Senator Johnston quoted a portion of the law which 
vives them that authority, which reads as follows: 

The classification of articles mailable, as well as the weight limit, the rates 
of postage, zone or zones, and other conditions of mailability under this section 
if the Postmaster General shall find on experience that they or any of them 
are such as to prevent the shipment of articles desirable, or to permanently 
render the cost of the service greater than the receipts of the revenue therefrom, 
he is hereby directed, subject to the consent of the Interstate Commerce Com 
mission, after investigation, to reform, from time to time, such Classification, 

ight limit, rates, zone or zones or conditions, or either, in order to promote the 
service to the public or to insure the receipt of revenue from such service adequate 
to pay the cost thereof. 

Phat is the last paragr aph., senator Monroney, of subsection (b) 
of section 207 of the act of February 28, 1925. 

The Carman, That has been the law all along. What happened 
last year, of course, this requirement was placed into the appropria- 
tion bill stating that the Postmaster General before he could spe sna the 
amount designated in the ap propri: ition bill must file his petition with 
the Interstate Commerce Comission. That forced him to do that, 
although the Postmaster General had not done it in any of these vears 
back, not only him but no other postinasters in recent times. 

Mr. WentzeL. May I say one word in explanation of Senator Mon- 
roney’s inquiry ¢ 

The CHarrmMan. Yes. 

Mr. Wenrzen. It has been agreed, I believe, pretty well that the 
( ‘ommission does not have any discretion other than to either approve 
or disapprove the requests of the Postmaster General. I think that 
your direct question re begat to that. 

Senator Monroney. Yes, s 

The Cuatirman. They cannot cross a “t” or dot an “i,” 

Senator Burter. The history behind that appropriation bill was that 
fon vears ahead of that he had been reluctant to take any action at 
all in connection with these fourth-class rates. 

Senator Monronry. He was waiting on Congress. It was largely 
a matter of congressional determination, and we kept putting it. off 
vear after vear after year, and finally the Appropriations Committee, 
faced with these deficits, put a limitation on the appropriation bill. 

Senator Burrer. I was just trying to get the explanation of why 
we did it. 

The Cuatrman. For the Senator’s information, we have had deficits 
im various and sundry years dating back to the twenties, and it came 
along in 1932 or 1933, I think, when they increased the 2-cent stamp 
to. cents. 

Mr. Wentrzen. 1932. 

The Cnairman. They then put that on and adjusted some other 
rates at that time, too. 

Mr. Wenrzex. Yes: that is right. 

The CuarrmMan,. So they never have up until this time. They have 
left it to the Congress to regulate, although that law was on the 
statute books. 
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There was some talk about that in the last Congress, and when it got 
before the Appropriations Committee, making appropriations for 
the Post Office at the last session, they inserted that into the appropria 
tion bill requiring him to file where the law gave him that right. 

Senator Cartson. Dr. Evans, may I ask if postage, as such, is an 
item of particular interest for the Library of Congress‘ I mean, do 
you transport books by postage and does it vet to be quite an itein 
at the Library ot Congress ¢ 

Mr. Evans. This is not a very serious problem with us, Senator. 
Of course, we do have postage c hi arges on many books that we buy in 
the United States, but the total of them would be rather small. Tam 
really not concerned with that as much as Lam with the general ques 
tion of the information and education of the whole public. 

Senator Cartson, You made a very fine statement in the interest of 
general distribution of reading matter, and | appreciated it very 
much. 

Senator Monroney. Do circulating libraries, Doctor, use the mail 
to circulate their books and return them, to any extent / 

Mr. Evans. I am not well informed on that whole subject, but I 
think the cireulation of books from libraries is done through the mails 
only to a very limited extent. It is done on interlibrary loans, but 
generally the ‘libraries re quire the bororwers to come into the libraries. 

Senator Monronry. No mail-order system / 

Mr. Evans. Not much mail-order work. 

Senator Monroney. The rural people are taken care of largely by 
these book wagons, I guess, are they not, and traveling libraries / 

Mr. Evans. That is the principal method of doing that; yes, sir. 

Senator Monronry. So the main difficulty on books would be the 
receipt of the books from the publisher to the libraries or to the indi- 
vidual purchaser of the books 4 

Mr. Evans. That is right, sin 

Senator Monroney. Or the book companies ? 

Mr. Evans. Yes. 

Kven the Library of Congress pays postage on the books that are 
sent in interlibrary loans. There is a considerable traffic in that. 
The Library of Congress sends out about 20,000 books a vear on inte 
library loan. I say the postage is paid. It is paid by the Library 
of Congress, but we require the recipients to eee for that. As 
a matter of fact, they send in stamps in advance and have a deposit 
account with us. But that is a relatively small item. 

The CratrmMan. Any other questions ¢ 

We certainly thank you for coming. 

Mr. Larewer. Before Dr. Evans leaves, may I ask him if he is 
familiar with S. 1369, a new bill 4 

Mr. Evans. Il have not read the bill but I have read accounts of it 
gemeral substance. 

Mr. Latrrwer. The reason I ask that question is that the two points 
vou made, namely, no change in the present rate on books is included 
in there, and also section 2, which would cover your second point, 
namely, that Congress should pass an act that would take away from 
the Interst: ite Commerce Commission the authority to fix these rates. 
In other words, section 2 2 would be. 1 In iy opinion, tantamount to repeal 
ot the 1925 act if enacted into law. 
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Mr. Evans. I understood those two issues were before the ecom- 
mittee. 

Mr. Lariower. Thank you. 

The CnatrMan. Any other questions / 

If not, I believe that finishes the hearing this morning. 

Mr. Finney. Mr. Chairman, maybe I left the committee with the 
wrong Impression in responding to Senator Monroney’s question as to 
Increase in rates in carrying the mail. There was a 25 percent interim 
increase, and then the Post Office Department and the railroads were 
able to enter into an agreement, if you want to call it that, whereby 
a lump sum was to be paid the railroads. That was to take care of 
the period between the time of filing the original petition, which was 
in the early part of 1947, and it took care of the payment up through 
December 1950. 

Now, I do not know exactly what that would be worth percentage- 
wise, but it was something more than 25 percent. 

Now, for the first month of this year, January 1951, the settlement, 
as 1 understand it, was on the basis of the 25 percent interim rate, and 
they still have before the Commission the petition for an increase 
over and above the 25 percent. 

Senator Monroney. Thank you. 

The CHarrMan. Any questions? 

I believe that is all. 

Mr. Latiwer. Mr. Chairman, Mr. Wentzel suggests as we begin to 
study parcel post, you might want to place in the record the history 
of the parcel post ratewise from the beginning. 

The Cuarrman. The rate history of the parcel post from the begin- 
ning down to the present time ? 

Mr. Wentrzev. It gives every change in the rates from the begin- 
ning. ; 

The CyatrmMan. I think it would be well to have that in. 

Mr. Merrirr. Mr. Wentzel, does it show that some rates today are 
lower than the original parcel-post rates? If it does not include that 
information. we think that should be before the committee. 

Mr. Wentzev. It shows all of it. 

The Cuatrman. Do I hear any objection? Hearing none, it will 
be prir ted in the record. 

The document referred to is as follows:) 
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ADJUSTMENT OF POSTAL RATES 


FRIDAY, APRIL 27, 1951 


Untrep States SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, dD. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
135. Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. 

Present: Senators Johnston, Monroney, Pastore, and Carlson. 

Also present: Representatives Usher L. Burdick, Gardner R. With- 
row, and H. R. Gross, members of the House Committee on Post Office 
and Civil Service; J. Austin Latimer, chief clerk and counsel: Vin- 
cent C. Burke, Deputy Postmaster General; and Nelson B. Wentzel, 
Deputy Assistant Postmaster General. 

Senator Pastore (presiding). The meeting will come to order. 

Mr. Edward B. Rubin is our first witness. 


STATEMENT OF EDWARD B. RUBIN, SALES PLANNING MANAGER, 
SPIEGEL, INC., CHICAGO, ILL. 


Mr. Rusin. Mr. Chairman and members of the committee, I am 
Edward B. Rubin, sales-planning manager of Spiegel, Inc., of Chi- 
cago. As described in my previous statement on third-class matter, 
Spiegel is a general-merchandise concern selling approximately $145,- 
000,000 worth of merchandise, of which approximately $100,000,000 
is done in the mail-order business. 

As sales-planning manager, fourth-class rates are very pertinent to 
my job because the form of the rate structure makes us more or less 
competitive with retail stores, and more or less competitive with other 
mail-order houses, specifically those with branch plants. Thus, an) 
change in rates in fourth class affects our eustomers’ ability to buy, 
and Spiegel’ s ability to offer them merchandise via catalogs. Since 
my work includes catalog distribution and getting mail-order sales 
for Spiegel’s, I have a very great interest in these hearings. 

Spiegel is very happy that this committee is considering fourth- 
class postal rates as well as all the other classes of mail for many 
reasons. 

We believe that all classes of mail are interrelated and to con- 
sider changing rates in any one class such as fourth class, without 
considering the effects upon all other classes, can only lead to in- 
equities and to an unbalanced structure for all classes of mail. 

We agree with those Senators who sponsored S. 1369 when they 
pointed out that postal rate making is a function of Congress and 
should not be shifted to the Interstate Commerce Commission. 
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5. To illustrate why we agree with this statement of congressional 
respol sibility. the Postmaster General failed to hold public hearings 
his proposed new fourth-class rate structures as he is required 
do by the provision s of the Administrative Procedure Act, 5 United 
States Code 1003. Furthermo: he has lie the position before the 
ICC that their only sadhades: aie the provisions of H. R. 9526 
Publ Cc a S43, 1s to determine whether the rates proposed will 
balance the postal budget in fourth class. This attempts to deny to 
[C'¢ the pris ileve of considering ht S proposed rates by sube l ass or by 
Zone. Thus, if he chose, the Postmaster Gener: al could have recom 
mended that his entire deficit be made up through increases only in 
zone 8 or only in book rates if his interpretation is correct. The 
point js that by failing to hold public hearings, and by insisting that 
the [GG cannot consi cler 1 he publi interest o1 Inequilies contained 
the details of the rates propos ed, there has been no op ee of a 
free and public hearing of the views of all interested parties. Hence, 
we welcome this Opportunity to be heard on fourth-class rates bv this 

committee. 


If there must be increases in parcel-post rates. then Spiegel’s feels 
that the increases proposed in S. 1569 are much more equitable than 
those proposed by the Postmaster General to the ICC. Therefore, 
Spiegel supports th preset hit proposed parcel post rates in the hope 
t| AT: 

a) The investigation proposed by Senator Carlson of this Con 
miittee will take place. 

(4) This will result in an overhaul of the entire cost-ascertainment 
svstem W ith more effective and proper allocations of costs. 

) When such studies are completed, all classes of mail will pay 
their way, and not just one or two classes such as parcel post. 

(7) If, when such studies scnaeliind it is discovered that parcel 
post rates produce a higher revenue than required to balance the 
b udget as Splege | confiden thy expects will be discovered—the parce] 
post rates will be reduced. 

Spiegel opposes the proposed increases 1n catalog rates and most 
strongly opposes the we wht and size limitations on parcel post pack 
age s contained In s. 1535. 


PROPOSED INCREASES IN PARCEL-POST RATES 


Spiegel agrees with the proposed parcel-post rate structure for the 
I yllow ne redso!l 

|. We believe that the Post Office De partment should pay its way 
and the suggested rates will, in our opinion, balance the parcel-post 
portior of the budget. In our opin ION, as Sti ited in our brief filed 
with the ICC, the parcel-post deficit is 852,500,000 instead of the 
$91,500,000 claimed by the Post Office Department. B riefly, this 
overstatement was caused by two fundamental errors: 

(@) Total post othice expenditures have been largely overstated 
hrough failure to olive effect to the savings which will be realized 
yy the Post Office Department in payments to the railroads arising 
from the stipulation approved in the Railway Mail Pay CORE, Docket 
No. (1), approved by the 1¢ A; On December b 1950, which eliminates 
the widely criticized provision for round-trip payments for storage 
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mail cars and lesser storage units which formerly required payments 
for unused return space—often in phantom cars. 

(b) Expenditures assigned to fourth-class mail have been over 
stated as a result of judgment errors made in the assignment of ex- 
penditures among the various classes of mail. There are many such 
judgme nt errors, but in order to save time, I shall only describe one 


in detail. The balance are all adequately described in the briefs filed 
before ICC, 


ERROR IN CHARGE TO FOURTH CLASS FOR COST OF EMPTY 
SPACE IN RAILWAY STORAGE UNITS 


The Post Office Department charges fourth class with $157,609,142 
for storage and closed pouch space representing payments made to 
the railroads. This includes space of the type named in both storage 
cars and R. P. O. cars. Based upon limited tests, the Department 
determined that fourth class represents approximately 75 percent of 
the cubie foot-miles in railway mail services. It has consequently 
assigned 7: » percent ot the empty space to fourth class. 

Senator Pasrore. At that juncture, if I may interrupt you, how 
would you allocate that ? 

Mr. Rusin. That is covered in the paragraph immediately fol- 
lowing. 

Senator Pasrore. All right, go ahead. 

Mr. Rupr. In 1939, 66.07 percent of the available space Was coni- 
pletely unused, By 1949 only o3.71 percent of the available space 
was unused, This is an improvement in utilization of space of 18.7 
percent. Fully 97.5 percent of this improvement was caused by fourth 
class. Yet, despite the fact that fourth class improved its space utili- 
zation Tet atly, and the other classes practice lly none, the Post Office 
Department’s method of allocating costs increases the penvens a 
to fourth class for unused space, Actually these charges should | 
decreased because of the smaller portion of unused space attr il _ ab le 
to fourth class. But without decreasing this percentage, but just kee p- 
ing it the same as in 1939, unused space costs chargeable to hee 
class would be less by $9,357,460 than those actually charged by the 
Post Office Department, and the table here demo strates that fac te 


Total storage space expenditures SPOS, TSO. 850 
Total unused space (53.71 percent of total space) 112, $1, 02S 
1949 unused space charged to fourth Class; Actual on basis of 
TAS percent ; waked ‘ S4, OAS, 46 
1949 unused space charged to fourth Class: Actual on basis of 
67.14 percent (1939) . mei 75, 291, 486 
Excessive, 1949 charges to fourth class 9, 357, 460 


The total effect of the two types of errors deseribed above is to re- 
duce the defieit for fourth-elass parce] post from S91,500,000 to 
sor? DOO 000, 


This proposal will raise substantially more revenue for the Post 
Office Department than would the parcel- post provisions of H. R. 
YOF5, SH2.500,000 instead of 838,900,000, 

The rate structure proposed by zones for fourth-class parcel 
post comes much closer to approximating expenses by zones than does 
the proposal before LCC or than does the current rate structure now 
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in effect. A basic error in allocation of expense by zones has been 
inherent in cost-ascertainment figures which has resulted in a dis- 
criminatory rate structure. This rate structure has discriminated 
against mailers with one plant as against those with more than one 
plant because the expenditures for the first three zones have been 
understated and those for zones 4 to 8 have been overstated. Since 
multiplant mailers mail very little beyond zone 3, and Spiegel mails 
more than 70 percent beyond zone 3, it can readily be seen that Spiegel 
operates at a competitive disadvantage, based upon inequitable and 
discriminatory parcel-post rates by zones. This error originates 
in the percentage allocations to be applied in the allocation of account 
230, “Railroad transportation and mail-messenger service.” In this 
account $283,700,000 represents 1949 expenditures for all mail. Of 
the portion of this account to be charged against fourth class, totaling 
approximately $180,000,000, the basis for allocation set forth by the 
Department is as follows. 


; : Amount Piece fac Pound fac- | Pound-mile 
anSPOr va : millions tor tor factor 
Percent Percent Percent 
Distribution space $1 10 70 20 
S a losed b ich ‘ 100 
Q ? na service { 100 
Mail-messenger service 1.9 90 10 


It will be seen that all of the storage and closed pouch space—$157.6 
million—has been charged to pound-mile factor, instead of part into 
the pound factor and part into the piece factor, which is a very impor- 
tant point. 

The error in this allocation hes in the fact that while this amount 
Is paid to a transportation agency, only a part of this cost varies ac- 
cording to the distance of the movement of a unit of mail. Original 
terminal and final terminal costs apply equally whether the mail 
units are moving to the lower zones or to the higher zones. ‘They do 
not vary with distance. In the past the Post Office Department has 
not had accurate data as to the proportion represented by these ter- 
minal expenditures, but since 1948 it has had this data and should 
ind could have a ssigned ¢ \ proportion of this expense to the pound 
factor instead of to the pound- og actor. 

In Docket No. 9200, Railway Mail Pay, supra, December 4, 1950, 
he Commission approved the establishment of a new basis for pay- 
ment for mail service to the railroads, pursuant to a stipulation en 
tered into on October 11, 1950, between the Postmaster General and 


the railroads. ‘The essential element of this agreement here con 
cerned, is the provision for separation of payments for service in 
storage cars and lesser storage units between payments for line-haul 


service, on the one hand, and, on the other hand, terminal services 


such as loading and unloading, switching—except intermediate 
switching—and related station service. The line-haul rates for stor 
age units are to be stated in cents per mile: the terminal charges are 
to be stated on a charge per car and a charge per piece, a piece being 
defined 11 a ee sack or outside parcel. 

It will be recalled that the Post Office Department in the Mail Pay 
case was the advocate of the proposal to revise the method of payment 
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as outlined above. Assistant Postmaster General John M. Redding 
advised the Commission that the old railway mail rate scale was in- 
equitable, unscientific, and unbusinesslike primarily because it pro- 
vided the same rate per mile for the same unit of service notwith- 
standing the fact that the same amount of terminal service might 
be required for a 10-mile as for a 1,000-mile haul. 

In the Railway Mail Pay case the Department corrected the basis 
for payment to the railroads with the result that it will pay more for 
the short hauls and less for the longer hauls. Yet, in the schedule 
proposed by the Postmaster General to the Commission for rates on 
zone-rate parcels, there is proposed a relatively lower increase in rates 
for the lower zones. 

From tests which it has made, principally in 1948, the Post Office 
Department has determined that terminal costs incident to the han- 
dling of storage cars and storage units is between 28 percent and 35 
percent of the payments made for railway mail service. 

From this it can readily be seen that the Post Office Department’s 
allocation of all of this expense item to the pound-mile factor results 
in unit cost figures understated for lower zones and overstated for 
higher zones. Asa result, its proposed rates are noncompensatory for 
mailings to the lower zones and overly compensatory for mailings to 
the higher zones. 

In order to correct the error of the Post Office Department in as- 
signing all of the expenditures for storage and closed-pouch space 
to the pound-mile factor, the departmental figures of $157,600,000 
for this account, were first adjusted to reflect the corrections made 
hereinbefore. This produced an adjusted figure of $130400,000,  In- 
stead of assigning all of this sum to the pound-mile grouping, if 30 
percent were assigned to the pound-factor grouping and the remain- 
ing 70 percent were retained in the pound-mile factor grouping, in 
effect, 30 percent would be assigned as terminal costs which do not 
vary with the distance a parcel moves and 70 percent assigned as 
line-haul costs which do increase with the distance the parcel travels. 

Using the revised figures thus secured, new unit cost facts were 
developed and new expenditures by zones were determined, follow- 
ing the same system employed by the Post Office De ‘partment. The 
results are closely parallel to the rate structure proposed in the bill 
currently before this committee. The effect of separating terminal 
from line-haul expense allocations has been to shift a considerable 
portion of the revenue deficiency from the higher zones to the lower 
zones—where it properly belongs. Since postal rates are devised 
to produce needed revenue by zones, it is readily apparent that the 
Department's misallocation of expenses produced a badly unbalanced 
scale. Of the 852,500,000 deficit, only $8,000,000 lies in zones 4 to 8: 
$46,500,000 lies in zones 1 to 3. 

The importance of achieving a balanced scale—producing revenues 
by zones reasonably related to expenditures by zones—cannot be too 
strongly emphasized. Equ: lity of business opportunity is destroyed 
in this country unless that principle is followed. Hundreds of mail- 
order businesses would be confined to the immediate area of their 
plants-—-within only the lower postal zones—should a seale such as 
that proposed by the Postmaster General be adopted. Only the giant 
mail-order houses, whose large resources permit them to maintain 
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branch houses and who consequently mail only into the lower zones, 
benefit by such a discriminatory scale which the proposed bill recti- 
hes. 

t. It should be pointed out that in my previous statement con- 
cerning the proposed increase in third-class rates, I described the 
failure of the Post Office Department to separate its fixed from its 
variable expenses and pointed out that by failing to make this separa- 
tion, first class has shown an artificial profit, whereas, it must actual- 
ly have a considerable loss. ‘Thus, the expenditures and deficits for 
all other classes of mail must be grossly overstated. This includes 
fourth class as well as third class. Thus, the $52.500,000 of deficit 
experienced after the corrections described above is still a gross over- 
statement, but the rate structure now before this committee is so much 
fairer than other proposals that it has earned Spiegel’s support. 
Future studies, perhaps resulting from the investigations proposed 
in Senator Carlson’s resolution, will, I am confident, result in far 
better figures than are now available. [If such figures separate fixed 
from variable costs as previously recommended, parcel-post rates 
as well as all other rates can then be revised upward or downward 
on a factual basis, rather than on the basis of the rigid system now 


In use, Which is not consistent with common business practice. 


SPIEGEL IS OPPOSED TO PROPOSED INCREASES IN CATALOG RATES 


It is estimated that the proposed increase in catalog rates will raise 
a total of approximately $1,000,000 in additional revenue for the 
Post Office Department. By raising this additional small amount of 
revenue, Spiege l as we ll: as eve ry other hihi ail orde + y house will be forced 
to carefully reexamine the profit: ability of mailing various classes of 
customers a catalog. It is entirely likely that some groups of customers 
to whom it is now barely profit: able to mail cat: alogs will be eliminated. 
This will tend to reduce revenues 1 pre actically all other classes of 
mail except second class through reducing first class, third class and 
parce] post matter to these customers. 

Consider for a moment the added burdens suddenly placed or con- 
templated upon mail order houses such as Spiegels. 

1. Sharply increased taxation. 

2 Price controls 

Credit restrictions 

Increased freight rates 

Proposed increases in post cards 

Proposed increases in third-cl: 

Proposed indreases in parcel-post rates 

Proposed increases in the special service rates 


Proposed increases in catalog rates 


iss rates 


Mos { bus ine sses are hit by two or three of these items. But a veneral 
merchandise mail order company such as Spiegels get hit by all 
them simultaneously. 

The catalog rate increase proposed follows close on the heels of 
previous increase in rates already in effect. No such overwhelming 
combination of restrictions and harmful increases is experienced by any 
other business. 

‘he President, in his message accompanying the current postal 
rate legislation, pointed out the inequity of having such low rates on 
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To these ee nts should be added several more. 

l. It would be impossible for our millions of customers to figure 
out the postage they must pay for : a packa ge because they would have 
no idea what class post office was originating the packa we. Much 
mail order merchandise is not shipped from the ware house in Chicago 
n the case of epee, * mut is shipped instead from factories. These 
manufacturers may be located anywhere in the United States. 

There is a glaring and basic discrimination inherent in this 
measure because it denies to many residents of first and second class 
post office towns, the pris ilege of vetting home delivery and at parcel 
post rates which their fellow countrymen get in smaller communities, 
R. F. D. routes and star routes. 

Even if the measure were effective—which it cannot possibly 


to the Railway Express Agency, anyway. Instead it would go to 


be—in diverting matter from the parce] _ service, lt would not vo 


} 


freight forwarders, truck lines and 1 eal freight. 

ft Ina competitive economy, we do not believe that you can legislate 
in inefficient Operation mtoO a probit, and iy omni this ineflicient 
rs exists despite the largest subsidy in American history—that 
to the railroads. Even the Post Office De vhtenbit is experimenting 
¢ trucks instead of railroad facilities for the movement of 
mails. We agree that the Government should not subsidize the parcel 
post service to the detriment of private industry. But that is an 
ltogether different matter than enachimg legislation designed to 


With usin 


{1 service to but one of many competitors, 
To summarize, Spiegel, Inc., is in favor of the proposed parcel post 
nereases on the grounds th: uch increases will balance the 
and on the Oroundas hat the il iship oft rates by ZONE 1s 
und removes th im latory Teatures of 
se proposed to the ( Ve ‘opposed to in 


l 


ina he limita weight and size of 


veprese! tia » \V throw, Gross, ana Armsti me, 
House ( Onnittee ! Post Ofhice ana Civil 


| 
In with us. Ve are oladt nave vou here anda 


uestIOns Vou 
/ ‘ uestions of the 
senavcor PASTORE. No question S. 
Senator CARLSON. Mr. Rubin, I know by your statement 
Wiestion the cost t Trairnment ofthe Post O){ti ce | i partment hrey 
to fourth-class mailing, especially parcel post, and contend that then 
» of SO114 lion for the calendar vear 1950 should, In Vvour 
mn, be $5214 million of excess expel ditures over peeneeot 
Rubin. TI is the outside figure, sir; yes, sir. At the outside 


is ho more than sovlo million On) fourth class 


we he] eve the | | l 
parcel post for the reasons dese1 hed here. 
Senator Cartson. Now, this cost ascertainment is, of course, a very 
omplicated feature of the Post Office Department. You have spent 
lot of time studyin 
than vou have even in vour statement this morning / 


Mr. Rupix. Well, sir, there are so many different phases 


y it. Can vou get it down to some simpler ferns 


» pick al eNalii pie 
Carnson. All right, IT would | 
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Mr. Rupin. I will take the example of this charge of 
to the pound mile factor, that is, th: S1o¢,000,000 
railroads, 

In deciding how much ol those charges 
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Senator Pasrore. What would you say with reference to the argu- 
ment that was made by Mr. Rubin on the allocation of terminal costs 
against the mile haul / 

Mr. Wansnu. My comment on that would be, Senator, that the argu 
ment that Mr. Rubin v jected here is based on a stipulation that has 
been agreed to by the Interstate Commerce Commission as to the 
future basis for payment to the railroads for space used for handling 
the mail. Now the Interstate Commerce Commission approved that 
on December 4, 1950. The rates subsequent to December 31, 1950, 
will be on that basis, after the Interstate Commerce Commission fixed 
the rates at which the railroads will he parc for the service they per- 
form for us. 

Prior to that there was no variation in the amount of money we 
paid the railroads for terminal costs or line-haul costs. ‘The amount 
that we paid the railroads varied directly with the Space we used and 
the miles that they were carried, and, as I see it. there is no justifica- 
tion for saving that we should have assigned 1949 costs on the basis 
ofa system that is going to be used in 1951 or 1952 at some indefinite 
rmount which we do not know what it will do to the level of our costs, 
whether it will increase them or decrease them. 

The Cuamman. What was it vou said was the deficit in 1949 of this 
fourth class / 

Mr. Wausir. S105,000,000 for fourth-class maal. 

The Cuarman. And what for parcel post / 

Mr. Watusu. $91,000,000, approximately. I am = speaking from 
emory on those heure s 

The CHuarrMan. Is that what you found Wis the deficit in 1949? 
Mr. Wausnu. Yes, sir: that was for the calendar year 1949. For 
he fiscal ve 1950 it is somewhat lower It amounts to S77,000,000. 

Lhe CHAIRMAN. Whi did you us 1949 fleures. then / 

Mr. Wansu. Those were the figures that were referred to. and I was 











} of the COST AS! ertain- 





i\ < t — 
ent system. Of course, I am fairly fanniliar with that system. and 
| 14) ot agree W th the defit ition that Was olven. 
The system is not euesswork: it is based on careful judgment of 


Opie that are expel enced post | operations, as well as people 

it are experienced ind have been experiel ‘ed in cost analysis work, 

| connection . 

The CHatrrman. Wait a minute. If it is not an estimate, how do 
people differ so on the matter? 

Mr. Wausu. Well, I think people—— 

Phe CuatrMan. Experts in different fields. 

Mr. Wansu. Experts always differ on cost figures particularly 


The (CHAIRM AN. Yi know if vou go to any post oflice and you 
take even a check, that only an estimate of what is going to h ippen 


, a , y 1 . - 
througcnout tf ie UY ited states: i 1t not / 


Mr. Wausn. Yes, sir: but in choosing our offices we are careful 
tO get representative offices both as to size and tvpe of operations 
and veographical distribution of the offices. And the 540 offices that 


we do use, SIT, represent 50 percent of all the postal] business in the 
reatel proportion than 


a 


country, because we use the large) offices in) 
the smaller ones. 
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Senator Cartson. Mr. Walsh, I would like to ask you this: In secur 
ing this information from these 540 offices, do you send out a blank 
to be filled out by the postmaster and the employees, and they are, of 
course, filled out in the loc al office : and returned to your office n Wash 
ington for analysis and study ¢ 

Mr. Wausnu. And consolidation: yes, sir. 

Senator Cartson. In other words, you do not send a man out who 

thoroughly familiar with the handln a of mail, even more so thah 
you might say a postinaster, whose term of office seems to vary con 

derably. They are not cost-ascertainment experts, they are post 
masters, Phey handle the mail and deliver it and domg a nice job 
but after all. they are not experts 1n the held. 

Mr. WALSH. Well. we do have a held committe Pol that VW rk. 

It consists of lO people. ive of them are officials here n the Po 
Office Department concerned with cost-ascertainment work or account 


e work here. 


en five are top supervisory oflicia ! post ottice 
The netion of that committee is to meet and study the problems 
| er lhh ASSILNINE Costs, and de cle O] the niost reasol ible ana 
equitable formulas for separating the costs, agree, al ad presel be the 
methods that will be used consolicat uv mad report ne data, and 
ilso to tl the people that at c , trie 
field 
When ! } ( wore ( J 
Clie ork for t ft regard ‘ 
Clit ery lle ( j 1! | ) 
( l | ( ed } { 
Senator Pastore. WI] e nT 
bye ‘ ’ , ‘ t 
) , } ‘ ti< { 
( )f ‘ 
} ‘ ( oO q ‘ f \\ ; , : , 
} t i ‘ I 
y { 


I \ 

Senate Pas re. W the } 

l Ik ow] } 

Mr. Watsu. Yes, s 

Phe CHarrmMan, W wi leficit 

Mr. WausuH. | thre ‘ ( O1Q jf oy 
} et post it is SO] ( 

| CiarrmMan. But what was vou { de fic nea my 
1S)» 

Vir. WansH. S77.000,000 

Phe CHairmMan. That is what I am ¢ \\ oO ve is] 

Interstate Comme e Conn ( { =O f { ‘ 

| vetual deficit 

Mr. Wausu. The actual costs for 1949, T mean the cost that 
ctually neurred for which we pent money wa hot oT} 
S1LOD 00.000, 

Phe CHairMan. So vou asked the Interstate Commerce Com O 
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The Cuatrman. Do you think you will have any profits from that ¢ 

Mr. Wausu. I do not expect any, sir. I have no evidence that 
would indicate that we should get profits from it. The figures that 
were presented were based on our actual experience and our actual 
costs, with reasonable allowances for what we knew we were going 
to have to pay, or We are paying how. As was pointed out, no allow 
ance is made for additional buildings that we might need to handle 
the business, or for additional people to handle the business that 
we do not have now. It was based on the actual conditions as they 
existed when the figures were developed, which have not changed 
materially, except as far as the salaries are concerned, and as far 
as hi rher costs to the railroads are concerned, which were allowed 
ior. 

Senator Pasrore. Mr. Chairman, on the question that [ asked Mr. 
Walsh, I was wondering if the answer could be given in a very 
short sentence, 1f we could ask Mr. Rubin where did he ret those 
fimures. Mr. Walsh said he does not know where he could have got 
ten these fivures. ] would like to know where they Came from. 

The CuarrmMan,. Mr. Rubin, can you answer that question / 

Mr. Rurr. That information we got from the evidence that is 
ig before the Interstate Commerce Commission. 

Senator Pasrorr. By whom produced ¢ 

Mr. Rupin. It is pieced together from many different exhibits, 
which I do hot h ippel to I) ive W th me ana do hot recall, but I would 
be glad to supply them. 

( The matter referred to is as follows:) 


pendn 
I 


WWARD B BIN NEGEL, ING, CHICAGO, IL., 


THE ZONES 


has proposed to the Interstate Commerce 

Post Office Departinent followed a process of 

the various zones according to formula 

service required 1 Nv opening state 

1 bee! made il this process which I 

$157,000,.000 payments to the railroads 

the assumption that all of this 

rendered t ‘ate pa Is vary directly with the length of move 
h, whereas, in fact, appre intely 30 percent of the expenditures 
termina ‘rvice performed by the railroads at 

terminals ‘ertal ot he questions addressed 

belief that I viewed Li is t Ost ascertainment question 
would affect the level o ital expenditures chargeable to zone 


ther of these impressions is « 


}) 

Zones within fourth clas 
ording to the process which 
that the error made was thi 
payment was, in effect, pair 
ervice, and that the formula 

neorrectly conceived Cort 
level of expenditures charge 
of the expenditures allocated 
ones, Where they properly 
h: his correction should be made regardless 
e Departinent does not know what the rates for 
be in the future since it does have information 


attributable to terminal services 








Phe following explanation is related 





figures reported by the Post Office Departs 
‘ bhatt al i\ i dl i tio! = , t le« 

havil ] cle il reduc I { I 

have been nade in hese expendit ire fi 


the fact that the error in distributing tl! 


has produced ost figures bv zones far ¢ 
Zones nnd that in turn the scale of rates 


would produce revenues inudequate te 


py! 


zones and greatly in excess of those requ 


higher zones 





ro eftermine the prope rates within f { 
Zones t Wil ec’ il »>rilocnte the eXp ail I 
Phe method use va ollows: Having develo 
cha md to foul ‘ ss he tota awmoul | 
separa ed into « eo! ore if three po ions rit 
with the number of pieces: the second tre ‘ 
pound ma e thir ariable vith the 1 ribs 
factors were selected fe pportionment id 
to plece, pour ind pound ( roupings eD 
ror eXpel Cs tpp l t 1 1 in thie 
mit brs ‘ determined, f 
yo na nal per ype ( te’ were ce eroped tp 
T* l expense per piece for each nie S st 
in each zone | e Ta for expense er ere 
each zon secured by multiplying the postage 
expense per pound tactor The proced for 
expense per pound-mile vas as tollow OS 
multiplied by estimated average | f each 
niles for each zone Phese itter figures ‘ 
average weight pet ! Tor rar one te I 
miles for enc re Ihe oof the figure pre 
each zone ¢-foot-miles for fe 
the expel : ed pound-miles Ww ( 

Ste hie } ‘ ‘ j 
ry ent ~— o wl ) 4 aj 
, { ssieus . , nd-n 

} ‘ ( it el Luc Ke 
+} ee Tae } ? ends te rie ( 

Che er Ww ‘ ‘ neerned wis 
R oad trans] do oma PSS] ‘ 
055.003 represe “ 40 expend ‘ ) 
2 1M ‘ ‘ ( ‘ I \ t ‘ 
(‘4 ’ as ‘ \ } } ten } 
t 1 f ‘ 3435 
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Senator Cartson. Mr. Chairman, I do not want to get into detail 
today, but Iam VOoIng to vet into detail sometinie. 

Phe CuarrMan,. That is one reason | keep speaking about first 
Class, You vive them preferred and just chara up the amount of 
Lliiie you handle it VW th the others, whic I) I do hot see is correct, if 
you are going tf rive people pre ference, vou ought to charge them 
somet | Ine for it. [ft vou deliver a telegram today and make it a 
regular telegram, or if vou turn around and make a day letter or 
night letter, you get that much cheaper, although it takes as much 
time to handle it by the peop le inthe posta il service. 

Mr. Wansn. Yes. sir: that is correct. The rates for night letters 

| than day letters and regular telegrams, and night tele- 

heaper than day calls. However. 1 doubt if the costs 

» service are apportioned that Way. and the reason for it, or the 

reason for fixing lower rates for those off-peak periods is 

of the employees and the fac ‘ilities that would be standing 

“they did not have that jo) »to do. Now we do not have a 

>that in the post il service to auvwheres neal the degree 

hone cOMpanyv or the te leon: aph COMPA does. They 

to make use of services that would be lying there idle, 

did not vehnerate some business in those ‘off peak hours. 

part of the work in the postal service % done with 

‘employees, md they are paid On abn hourly basis, and they 

work when the work is there, and they are not on the payroll when 
the work is not there for them to do. 

Senator Pastors. Do you mean by that, now, that first class pays 
for itself # 

Mr. Wausu. Yes. sir: I am confident of that. 

Senator Pasrore. Then IT am inclined to agree with Senator John- 
ton. I do not see how you can reach that conclusion, because in 
mv humble nion the Post Office Department is a service more 
and I think it Is Impossible for vou to sit there and 

one class actually pays f itself that way when vou have 
mendous deficits that flow tot ; » other classes, Because, 
rvument that 1 heing hiade col ete here is that 
Post Office Department hyway, and if vou 


1} 1 


al | Elon ie cost Whell you have roti to 


‘ 


) 
| 
i 


} 
l. after all, whether a man carries two 


etters 
kage, he has vot to he there anvway. 
Weument neg 1 le by second class. I) ( class, and fourth 
iss. 
What you do 1s establis] Tham figure ana Sil everything else 
s being run at a loss. 
Mr. Wansu. No; we take t ee oe eee eae 


issig@n them on the basis ‘the use of the facilities to the different 
classes of mail, and compare th: Gai Ales aeenaik 

Senator Pasrore. Bi oO ack to what vou originally said- 
threat Is not a perte - hee, Is not a perfect sclence, It can 
not be 


Mr. Wa.sn. No cost analysis can be perfect. 


Senator PAsrore. a can you sit there any sav unqualifiedly one 
<P Pry ‘ee DAVS for itself, t] en 4 
Mr. Wansu. I think we are on safe mad te a8) that we have 


figures to show revenues from first class are much, than to say so 





Senintor ( 
Mir. Waser. 
Oflice Depa 


Senator Pasr 


Phe Craton 
Mr. WatsH 


Pro edure 
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correct, 
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Over this period, Working On company transportation problems, 
I have had the Opportunity to become acquainted with the subject of 
postal rates, the circumstances surrounding their use in our business, 
and the general methods emploved in the parcel post handlings as 
they pertain to our Operations, 

Sears, Roebuck & Co. operate approximately 650 retail stores. 
mail order plants, and 400 order offices at various locations through 
out the United States. Our annual transportation bill exceeds Ss0, 
Q00,000, covering all forms of transportation. I give these few figures 
just as an indication of the scope of our experience in transportation, 

The proposed size and weieht limitations on parcel post s. 1536. 
pending before this cotmnitttee, Constitutes a change nh postal policy 


which, if enacted, would deprive a large section of the American 


St : 
public of an important part of the package delivery service they have 
a 


eceived since 1931. We do not beheve the pubhe interest is best 
served by depriving citizens in the larger towns of a service still made 
available to citizens in towns with shehtly less population. 

Senator Pasrore. Mr. Chairman, 1 do not want to delay this hear 
ing, but IT was wondering if I would have your permission to ask 
question at this point. 

The CuatmMan. Surely. 

Senator Pasrore. You see Tam a cosponsor of this S. 153- 
am very much interested in this paragraph. 

Vill you please explain that? = In what way will the public interest 
be hurt’ Tam very much interested in that. 

Mr. Brown. In my opinion it is discrimination, Senator. Here is 
I 1tiZen ina town of first class office. South Bend, He Can handle his 
parcel post shipments up to a 40-pound limit. He can receive up to a 
LO-pound limit. Take a smaller town, a third class, he can receivé 
toa 70 pound limit. Now it seems to me there is not a logienl reason 
for that discrimination. Tam offering that as an opinion. 

The CuatrmMan. Let me ask vou this question: Is it not true now 
that you have a service that can serve those people in the cities, 
especially where they have post offices of that size? But is it not also 
trne that ima great many mstances where this limitation does not 
ipply. that those people out there cannot be served by the express 
colipany ¢ 

Mr. Brown. The people in smaller towns / 

Phe CratrmMan. Yes. Ina lot of places out on the rural routes vou 

ol he served by the r Xpress COMIpPAans because they do hot vo out 
the country. 

Mr. Brown. That ts correct. 

The CuatrrmmMan. Well. is there not some reason, then. for that 
limitation ¢ 
Mr. Brown. I do not i} » Senator. T think a citizen living 

one town 1S entitled to service trom his (government On the Sale 
asis as it is offered to ny other citizen. 

Senator Pasrore. That is right: I go along with that. Now show 


et it. That is the question IT am asking vou. 


me where he does not @ 
You just give a general statement. 

Mir. Brow N. If hie uses express service in 3 smiatier town, he hist 
pav express rates—or in the larger town. T got it transposed 


Senator Pasrore. That is right. If he uses express service any 
where he has to pay express rates. 








AD STN () | - A] \ ~ 
Mr. Brown. That is meht 
senator P STOR Now show mi  ¢ Te? 
Mr. Brown. In South Bend, it 
‘ vet t il e] yy { it pea ‘ 
=“ or Pasror Go ahead, I fo 
Ir. Brown. Ele must pav t 
si tor Pastore. I se 
Nin I>] WN sO t prety Lio ] 
| erin i ! ill riaowt 
si tor Pasrore. All right 
Mr. Brown. Ther e several | ‘ 
\ ( Th tended t crease postal reve ( 
O00 M MCKULE ould be excluded Tro! 
uit | lo - ! It t it which woul PACCEeEC & ) { 
snow how many would be affected because of thi 
from LOO to @2 inehe 
The CHAIRMAN. Speak ne of size, vo ive 1 
Mir. Brown. One hundred les 
Phe CHairnman. Yes. It isa limitation, though 
Mr. Brown. That is correct 
The CHatrmMan,. This is just changing the limitat 
Mr. Brown. Which will exclude certain package 
There would not be anvwhere nenr a cor espond 
operating eXpenses of the Department 
The preseht package parcel post “OTV1ICE rg 
the American public. (nv restrictiol LES OY We 
rere With anv > Dments now made by ivid its 
to student nal soldier Jus well isagcreat part of t 
rors 1 ce 0 itlued by the Ame? Cu Poul 
Any part of this service, in my opinion, t ( 
these restriction ay wdopted we wld pro e ti 
S1pes tor t eC eENPTE OMA 
Present parcel pos eight and size limits are eas 
e public and are « Y to int ry} ret by postal empl 
rms using the service The provision for differs 
limits would complheate and add to the operating co 
ment and to users of parcel post service 
In the « e of express service to 1 ord 
umber of express shipmel ts lias, the past e\ 
heen a large percentag of the total sl pments Lhe 


for this small percentage of express 
1) 


rest! icted express de] very service as C 


parcel post i large Humbe ot OUT ¢ 


ire without express delivery service. 


have heen inal { 1] are forwarded I 
postal restrictions. [It is my opinior 
experienced exes itives of oul COM) il 


a] 
ul 
\ 
— 


Ol from expre : to parcel post on si 
i i 


tomers due to the difference im rates 
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ipared 
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Commission, would that have an effect to transfer some of your pres 
ent mailings to other forms of transportation ¢ 

Mr. Brown. Very little. l believe. Perhaps somewhere we Cul 
build up some consolidations in shipment of bulk, where the net costs 
over all is less, that perhaps might happen. But I do not believe 
a great diame Senator. Our shipments to our customers are largely 

ndividual shipments. The parcel post is paid by the customer, 

Senator Caruson. Do you have your own transportation system ‘ 
That is, do you operate a truck line of your own 4 

Mr. Brown. Yes, sir: a privately operated truck line of our ow: 
il bound merchandise largely. We carry mere handise out to our re 
tail stores from our mare: located warehouses. and those make 
the rounds to stores and | ring it back into the warehouse. We also 
operate a privately ope rated car consolidating service between Ne) 
no and Chicago. That was started in about 1936. We have placed 
in that service, where the small packages are combined into carload 
millions of shipments that formerly were ship ped by expres 

[ think it is unreasonable to believe that the parcel post service 
( tered to the public on the present basis IS responsible for the pred il 
ment ot the Railway Express Agency. l think some shipments have 
been diverted, without questi On, but I do not think that is the rea 

‘“ason for ePiaiorr le of the Railw: av E xpress Agency. 

Phe Ciamman. Most of your de liveries in these distributing houses 
scattered throughout the U1 ted states would be zones 1, Y, and Ds 
would they not ¢ 

Mr. Brown. To a large extent, because we have 11 large mail-ordet 

cattered around the United States. Those were put in, Senator, 
not to eeononiz | transportation expense, although that 


been a part, it rimaril vive better service to o 


ie CHairMan. I realize that. The quicker service, vou might sa) 
Mr. Brown. Yes, sir 
Phe Cuatrman. Any questions / 
>Cartson. No. 
Timer. Mr. 


rit. Ir. Brow) 


Department allow 
hat exceed TT? inche 
oth and girth com ed. ‘Tests which we have made show th 


LPpron matel Ltt at areel Lr’ hipped annually hy Sears 


md exceed 
Mr. TIMER. 
The CHuarrRMan., 
Mir. Brown. TI 


Phe CHarrMan. r. F. L. Waevone 


STATEMENT OF F. L. WAGGONER, TRAFFIC MANAGER, ALDENS, 
INC.,. CHICAGO, ILL. 
Mr. Waaconer. Senator Johnston and other members. 


to come before you here Ws morning. 


Phe CHarrman. Weare very glad to have 





Waaconrer. My name is FY L. 
for Aldens, Inc.. of Chicago, I] 
appear before you tod L\ to reg 

No. 1335. 
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(The { ible above refe1 red to is as follows J? 
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TUESDAY, MAY 1, 1951 


UNITEep STATES SENATE, 
CoMMITYrEE ON Post Orrice AND CIVIL SERVICE, 
Wash Lington., Ppa 
Che committee met, pursuant to adjournment, at 10 a. m., in room 
Senate Office Building, Senator Olin D. Johnston (chairman) 

esiding. 

Present : Senators Johnston, Pastore, Dirksen, Carlson, and Butler. 

\lso present: Representatives Gardner R. Withrow and H. R. 
(;ross, members of the House Committee on Post Office and Civil 
Service: J. Austin Latimer, chief clerk and counsel; H. W. Brawley, 
taff director; Vincent C. Burke, Deputy Postmaster General; E. J. 
Walsh, Assistant Comptroller, Post Office Department; and Nelson 
B. Wentzel, Deputy Assistant Postmaster General. 

The CHatrMAN. We will come to order. 

The first witness is Mr. Robert Parks of the International Baby 

ick Association. We will call you as the first witness. We are 


id to have you here, 


STATEMENT OF ROBERT PARKS, CHAIRMAN, TRANSPORTATION 
COMMITTEE, INTERNATIONAL BABY CHICK ASSOCIATION, AL- 
TOONA, PA. 


Mir. Parks. Mr. Chairman and members of the conunittee, my name 
- Robert Parks. I am general manager and part ownetl of the Parks 
Barred Rock Farm, Altoona, Pa. Our farm has specialized in 
reeding and hatching of poultry for more than five decades, We 
roduce approximately a a half millon chicks annually, 90 percent of 
ich are shipped to farmers and hatcherymen via pare ‘el post, 
I am here today in behalf of 5,000 p lus poultry hatcherymen and 
ders who are fellow members in the International Baby Chick 
‘ aeneichians: Bulk of the membership of our association resides 
nd operates within the United States. Lam chairman of the trans- 
tation committee. 


We estimate aan association members produce approximately 9 


ent of the ] { billion chickens hatehed in this cour try last year. 
ver U2 percent bs all the chickens raised in this country today 
hased as day-old chicks from commercial breeders or hatchers. 
()f this total we estimate that 50 percent moves from the hatch : 
rh Via parcel post. Another LO percent Is del vered locally 
itchery or picked up at the hatchery by the mer, The rem: 
LM? percent moves Via railway express and ai 
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It is the opinion of our members rep S. 1335 fails to improve 
postal service, will add to its already large deficit and will 
Urpose other than to force the cream of the less than carload pa 
usiIness away from the Post Office and into the hands of the Railw 
Express Agency. The facilities of the Railway Express Agency 
not considered sdeyeste for general use by our industry. 

While there are provisions in 5. 1335 which will enable our ind 
to continue to ship chicks in much the same manner as we are 1 


doing, S. 1335 is looked upon by us as an opening wedge in a d 


} 
i 
b 


try 
to drasti ally impair the parce] post service. 
Our industry would find itself undergoing a serious econom 
ation in such an eventuality. 
: he development of the commercial poultry hatchery industry 
raced to 1916 when the Post Office Ds partment Hirst accepted 
ailing \ 1 parcel post The economy of the NcdUstry has 
on this service. 
benefits have not been one-sided. In 
post rates, We pay a special handling 
hipped. 
fee is estimated to account for 50 to 75 percent 
Office Department's total income for sper ral handling fees, 
Vhe abilitv of the farmer to order chic for delivery via parcel 
as enabled him to obtain breeding stock from the Nation's 0 
tanding flocks. It has been a tremendous factor in boosting 
average annual product per laver from ivy 99 eves in Wor 
War Ito more than 
iking into ¢ is1dery n the \ changes t] it have taken place 
int Mnsportal hiding the el 
Ot numerous 
‘rs parcel-post 
spots occasio 
ence swith p | 
ter et ttoall th: 1355 spells reduced service. 
and higher shipping costs for business in ceneral, It men 
Vv. more cle} eal detail, and less income for the Post Of 
if 
neans hate he ries served by first- or second class post ones 
» must carefully check the type of post al service accorded 
erin preparing his order for shipme nt. Shipments FONE 
served by first- and second-e lass offices but not on R. F. D 
tes, must travel in single unit boxes of 100 chicks each. 
tter of fact, the s = ty type boxes with over-all dimensior 
eee not be used : t all in filling such orders. The 
nter-size k box measures 72 inches. The larger sizes, 
able us to » chicks with greater freedom from ovet 
smothering en route, the principal travel hazard. 
emplovees at the first- and second-class post offices will fac 
clerical duties, too, for they in turn must recheck what the 
‘Vv sl Ippmg dlepartment has done with respect to determining 
he customer 1s served by n first - Ol second class post ofhes 
s adds uptoa tremendously ineflicient operation, Delays 
oceur, nussed train often means a 24-hour delay, and 


freqently means a bad loss. 
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The damage does not make itself known, in many cases, until afte 
he chicks have been fed for several weeks. Thus, everyone stands 
to lose—the hatcheryman, the Post Office Department, and the farmers. 
[Insofar as we have been able to determine there Is iothing in S. 1336 
hit will help the Post Office Departinent to overcome its defic it. li 

robably will aggravate the problem. Denied the g LO Carry 


wes welghing In excess Of 20 pounds bevond Live econd zone, it 
ose a lucrative portion of its volume. esr t cost the Post Offic 
ich more to carry a 40 pound parce , 
sixth zone than it does to handle 

about 50 cent 

S. 1335 is enacted, | weil ] 

will be about the Siiliie nunmiber of }Os Hf 5 a ic terbill 
ieilities. The number of employees wil] hold at Ol above the pre elit 
vel, but the utilization of these facilities and personnel will decl 


> per unit Cost oF handling prear els w} le 


Ul 


doesn't take a erystal olazel to see i 


rates on all remain ng arce] Post bus 
is exactly what has happened on r: 
have heel she ved higher and ere ‘ ad ti vyood Customers 


, as e\ 


usIng ~ service find themselves penalized for doing s 
called on to absorb a larger portion if the operating expens 
QOnee again the International Bab Chick As ‘la n Wwishe 
oice its Opposition to S. 1385 and any other 
fo curtail our use of the parce | post service, 
Phe economy of our entire industry has beer 
deliver chicks via parcel post almost since tl 
rvice. Our industry is not a Johnny Come-Lat 
sa temporary expedient. 
are one of the oldest, largest, and most -tent users of 
It's a life line for us. We seen 1g 
Ipset the pattern of service in the immediate future. 
Of even more concern is the feeling that it is a forerunner of greate) 
Iments and restrictions in Vears to come. 
Phe Cuamman. Are there any questions / 
Senator CarbLson. | believe not. 
Senator Dirksen. I have no questions, 
Mr. Larimer. I suggest that we ask the witness if 
on the other bill now being considered, S. 1369. 
Mr. Parks. 1 did not know that this bill w 
and just received a COpy of it a few moment: 
| believe that the attitude of the hate hery indi 
it we are not looking fo. any es in cost. uu 
economy of the country is such 1) that inerenses are 
It is not a matter of the cost of deliverine our baby ehic! 


t 


itis a factor: we are more concerned about S 


ts CONIIINE 


1335 which. 
Ct. W il] almost make it impossible for us to continue to sh 
ve do today. 

I would hke to point out that this. though 1} 


me 


COnnHeCTION wit} th): 
I, the average price of baby chicks in the State o 
m which I come, for the first 2 months—I do not 


he balance of the vear—was actually one-half 
i than last vear, and I do not know just what t 


ii 
Pennsylvania, 

have the figures 

een} lower t | 


- ef ahswer 
ink there isa lessol In economies there. 
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Supports were taken on it last vear. By the way, the organization 
I represent has made recommendations to the Department of Agri 
culture every year since the supports went on, asking them to be take 
off. We do not want supports, never did want them. 

The point I wish to make is that the price of baby chicks is one 
half cent lower in Pennsylvania this year than last year, and vet 
everything else has had two or three rounds of increases. I believ: 
that the fact that we are able to ship baby chicks to farmers any 
where by parcel post has he ‘Iped keep the price of baby chicks dow) 

Every producer of baby chicks knows that he has no monopoly, 
that every farmer can buy chicks wherever he thinks there are woo 
chicks. 

The figure that was mentioned in this report is an actual Depart 
ment of Agriculture figure. The average production of a hen vx 
vear in World War I days was 90 eggs, and it is now 162. T do not 
know of any industiry that has shown such ah mcrease in efficiency 

The answer to that isit isstill one hen lay ing the eves but a ditferent 
hen how, 

Poultry breeders a 
hh try ing’ to breed more production into their birds. 

My own particular business is poultry breeding, although IT rep 
resent the hatchery industry on this committee. It is necessary thet 
we know quite a bit about the laws of genetics and apply them. Ve 
have no monoly on it. There are breeders in every section and ev: 
State, and I know that the people In mV te rritory do not have to buy 
miy chie ks, they Cah. Go whe Arever they think the *\ can get eood ohne 
and they can get ood ones in other States, because the Post. Offic 


~~ 


ll over the country compete with one anothy 


| 


Department is there to deliver them. Phey do that. And that hia 
gradually improved the quality of the poultry on the farms al! ove 


this country. 
Mr. Average Man can buy an egg today much cheaper as a res! 
of that and have one every m orning for breakfast. | believe if it ha 
been the fact that the farmers Can buy their chieks wherever they 
want and, therefore, can get birds that are bred for high production 
is just that very fact that has made eggs cheap enough so that peo 
pie os eat them in this COUNTPY much cheaper than anywhere els 
the nak l. 
The CoarrmMan. Are there any questions 
If not, we appreciate vour coming before us, 
Mr. Parks. Thank vou. 
The Cuarman. We wi 
(Chevy Chase, Md. 


STATEMENT OF JAMES J. DORAN, CHEVY CHASE, MD. 


l 
/ 


1] 


next hear from Mr. James J. Doran o 


Mr. Doran. I do not have a prepared paper, Mr. Chairman. 
shall be elad to answer any questions you have. 

The CHarrmMan. You are here, of course, not on just these two b 

iat deal with fourth class, but the subject 1) general. We would 
to hear vou in general, and to hear anything that you would 
say. We are here for nformation, \ wood many of the member 
felt that you had information that vou could give us that would | 
very Valual . 

Mir. Dor. “ell, probabh have a copy of the article wh 


vrote, Sen: 
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The Cuamrman. We have that. 

Mr. DORAN. If there are any questions that the members would like 
oO ask, | will be very happy to answer them. { do not have, as | sav, 

prepared statement, but in order that miV intent may be generally 

own. | vould like to call attention to the fact that as far back ils 
December 1949 l called some of these matters to the attention of the 
ostmaster General. 

Phe CHAIRMAN. Just to vel the record clear. we would like fo) 
ve us just the position you held and how | 
were with the Post Office Department. | 
ive that in the record, 
Mr. Doran. L was with the Department for almost 

as a substitute letter ¢ o 
charge at New York, chief inspector. director of the bud 
inning, and for a very short time before mv retirement | was 
e title of director of rates, 


arrier, becoming al IMspeclor, ar 


] 


Phe Cnarrman. As director of the budget. we would | 
explain just what vour detail and your work was there. 
Mr. Doran. Well, the object of t 


1) partments idea of a budget to the Bureau of the Budget. Most of 


e por tLioh Was to prepare the 


iat work had heen performed for a number of years \ the orgmaniZa 

on under the direction of a Mr. Strom. 

The budget as presented by the Post Office Department is, in my 
opinion, merely an accumulation of costs without any reason assigned 
O wit things should cost so much here and so much less somewhere 

\fter making a study of the situation I decided that it did not 
epresent anything more than additions, that there were no reasons 

enas tow hy these things should cost so much. And on December 

1, 1949, I prepared a memorandum for the Postmaster General. 

Senator Dirksen. Mav I intrude for a moment ¢ 

Phe Cnatrrman. Yes, Senator Dirksen. 

Senator Dirksen. I think this matter of the budget is of such i 
ortance that 1 would like to see it presented sort of logically with 
necessary background, and I wonder if I would have the Chan 
eCrlIssion to iInterpose some questions at this point as we go along, 

is to set up this very thing. 

Phe CuarrMan. I think it would be well to proceed that way. We 

| ret al the thu os we are driving at pre bably better 
Senator Dirksen. Do vou mind 4 
Phe CharrmMan. You just proceed. 
senator Dirks N. Let meask how old are 
Mr. Doran. Sixty-three. 
Senator Dirksen. When did vou first go in the Department ¢ 
Vir. Doran. In 1906. 
Senator Dirksen. 
Mr. Doran. As asi 
Senator Dirksen. Then trace 


‘ 


Mr. Doran. In 1909 T was appoint 
Senator Dirksen. A regular? 
Mr. Doran. A regular carrie) 


Senator Dirksen. In what town / 
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Mr. Doran. Waterbury, Conn. In 1914 I was appointed 
spector and sent to the St. Louis division. 

Senator Dirksen. What was the nature of your duties as 
Inspector ¢ 

Mr. Doran. Well, young inspectors are usually sent out into t! 
smaller and less important territories and their principal work is 1 
1! spection of po st off Ces, 

Senator Dirksen. The inspection of post offices / 

Mr. Doran. The inspection of post offices, usually the smatlet 

Senator Dirksen. Ro 
Inspector ¢ 

Mr. Doran. From 1914 until 1935. 

Senatol DIRKSEN. 108 were then “assigl ed to what duties / 

Mr. aor Inspector in charge at New ) ork. 

Senator DirKsEN The nature of your duties there was what / 

Mir. 1 Doran. Wa administration of the New York divisio1 
post office 1 inspectors. 

Senator Dirksen. Generally, the duties were of what nature / 
Mr. Doran. Well, inspectors make investigations of all matters 
lating to the — e rv ice When the ¥ are so requested by the Depart 
ment, except those relating to cr iminal cases and to the routine Inspec 

J 


vhly how long were you on that job as 


1 


tions which are supposed to be made at each office once a year. IT wa 
the managing director and overseer of that operation for the New 
York division which comprises New York State. 

Senator DIRKSEN. That is the largest division then in the count: 
l take it,orinthe Department ¢ 

Mr. Doran. Well, in point of area it would not be. 

Senator DIRKSEN. In point of dollar volume 7 

Mr. Doran. In point of dollar volume it probably would 

Senator Dirksen. And how long were vou in New York ¢ 

Mr. Doran. From 1933 until 1945. 

Senator Dirksen. Then what happened / 

Mr. Doran. Then I was made Chief Inspector by the late Roly 
Hannegan in August of 1945, 

Senator Dirksen. Did you succeed Aldrich ? 

Mr. Doran. No: Tsueceeded Mr. Donaldson. 

Senator Dirksen. Mr. Donaldson 7 

Mr. Doran. As Chief Inspector. 

- one _ KSEN. Chief Inspector / 

Mr. Dor ; 33s. 

senator aoe x. I have forgotten where Aldrich came in th 
chain. 

Mr. Doran. Mr. Aldrich went out of that office about March of 19 
when he became first assistant. Mr. Donaldson succeeded Mr. Aldi 
n March of 1943 as Chief Inspector. 

Senator Dirksen. And you were Chief Inspector how long? 

Mr. Doran. From August of 1945 until July of 1949, almost 4 year 

Senator Dirksen. Then, generally, what were your duties in tl 
capa a ¢ 

Mr JorAN. Well, the management of the inspection service wh 
compris : about S15 MMspectors and about £50 clerks. 

Senator Dirksen. And your duties there terminated in 1949? 

Mr. Doran. In 1949 Mr. Donaldson transferred me to the positior 
of Director of the Budget and Planning. 
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Senator Dirksen. What were your relations with personne 
vel, parti ularly in all of those years ! 
Mr. Doran. Well, just how do you mean that 4 
nator Dirksen. IT mean, was it all on a fi 
Doran. As far as I know it was, althe 
I was led to believe that officially | 
elcome. Personally I figured that everything was 
Senator DIRKSEN. Who did you succeed as chief | 
Post Office Department / 
Mr. Doran. The late Mr. Gartland. He had died 


i vear before I went in there. 


‘ 
411 
\I 


Senator Dirksen. Then what generally were vou 
nev of the Post Oftice Departn ent / 
Mr. Doran. Well, they should have been the direction 


of all of the material necessary in order to prese 


dget-making age 


the Department for various moneys to cover the different 
he Bureau of the Budget. 
Senator Dirksen. Did it 
xpenditure ¢ 
Mr. Doran. Yes. 
Senator Dirksen. You had complete ehaa 
Mr. Doran. I had complete charge, but 1 
you gentlemen, Mr. Strom was the contac 
ral and really he Was the Director. 
Senator Dirksen. But you held the title ? 
Vir. Doran. I held the title. 
Senator DIRKSEN. Mr. Strom was in the nature of a 
heer in the Post Office Department ¢ 
Mr. Doran. Mr. Strom—no, at that time he was an assist: 
dget director, holding the title of Commissioner of Budge 
Senator Dirksen. Tell us just a little briefly about the assembly 
estimates that finally were developed into the final estimate sub 
tedtothe Bud 
prayed ion of those estimates, 
Mr. Doran. To the best of my recollection, the staff at the time it 
id the most people was 21, although preparation had been made to 
onsiderably increase that. And since I left I believe it has beet 
But a considerable part of the work of preparation of the budget rests 
po in examination of the details supplied by cost ascertainment and 
‘preparation of what is known as 3-year tables for the purpose of 
Ving the manner in which the business of the Department has run 
r fluctuated as the case might be. It also entails the necessary infor 
Lion attempting to show the amount of business that will be done 


‘ 
l. 


vet Bureau, and how large a stat? did vou have in the 


| the cost to operate that business for the coming year. 
The budget this year, that is, the budget to be prepared this vear, 
| not take effect until July 1, 1952. So they are considerably be 
! in the estimates, but from everything that I have seen, based o1 
nformation available to them, their estimate of the probable 
mie has been a fairly accurate one. 
Their estimate of the expenses has likewise been fairly a 
is good perhaps as can be secured under the same kind 
imstances. 
Senator Dirksen. Mr. Doran, let me suggest a little bi 
so that this thing becomes clear. When, for 
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Department of Agriculture they get ready to prepare the budget, say, 
for fiscal vear 1953, they will probably start in August or September 
or even earlier in 1951. Every agency and burean in the Departime: 
is asked to submit estimates of what it 1s expected to expend wn thre 
fiscal year ahead and that may be 8 or 9 months in advance. hes 
then prepare all of their estimates of expenditures. Those are sub 
mitted to the budget officer of the Department. Insofar as I recal 
he sits down with his staff and with his secretary and they work o 
what they think is about an ultimate budget to be submitted 
Budget Bureau. 

Mr. Doran. That it 1s. 

Senator Dirksen. Quite often the agency and bureau 
called in for further consultations. 

Mr. DoRAN. The same veneral plan is followed in the Bureau 
the Budget. It was when I was there, and I presume it still is. 

Senator Dirksen. With that in mind, | wonder if you cannot par 
ticularize a little more as to how these estimates that appear in thi 
appropriation bill that is finally submitted to Congress are developed 

Mr. Doran. The responsibility for them rests with the various bu 
reaus which in the time that [ was there were called the first. second. 
third, and fourth, and have now been changed to other titles, And 
the budget officer of each one of those bureaus brings to the director 
of the budget and plana he the estimates that will be necessary for 
the year in question. 

At times there are questions raised and at times there are probably 
oa enengeg eotnnaniiee or adjustments made, but in the main the 

ndividual in charge of the budget acts for the head of the particular 
bureau, and it ‘s1] Is ent for the estimates that are furnished 
tothe director of the budget. There are very few, if any, field invest 
vations ever made by the clire ‘tor of the budget. 

Senator Dirksen. You say few, if any? 

Mr. Doran. If any. 

Senator Dirksen. Were any field investigations made when vou 
were chief budget oflicer ¢ 

Mr. Doran. There was one field investigation made at a couple of 
offices, but whether it was going to have any direct bearing on the 
umount of the budget. I do not know. It was more a question of a 
hew system of distribution that had been installed in these two o1 
three particular offices. 

Senator DrrkKsen. May I ask at that point, was not even a spot 
check made in the field 4 

Mr. Doran. Insofar as I have anv recollection at that time. I would 

y “No.” 

senator Dirkst N. low could one well know whether or not the 
costs were too high in any particular oflice, first-class oflice, let us say, 
as compared with any other first class otlice or less, unless a& Spot che 
of some kind was made in the field / 

Mr. Doran. Well, I do not have knowledge of all of the things that 
the various bureaus did, but I do know that the report which I referred 
to as of March 15, 1950, covering the cost of operation in the 20 larg 
est offices, was something that had been published previously and after 
that date, and that report showed : i disparity in the cost of opera 
tion. I did not go into the details as to the entire disparity. I just 
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took one item, cost of first class mail. I st: ated in the article which | 
wrote for the carrier’s publication that if all of those sfiiin oper: ated 
at the cost of the one that was doing the best job, the savings of $45 
million a year would be made in the handling of first class mail alone. 
(sa matter of fact, it was nearer to $48 million. I called that to the 
ittention of the people in the Department, the individuals who had 
charge of it. L never received any acknowledoment. So I take it for 
eranted the matter was of no ereat lmMportar ce to them. IL was led t 
confirmation of that feeling by the fact that some time prior to 
the report of March 15 the Department has started out in an effort t 
find a unit cost factor. I was not ee and any informatiot 
had was hearsay and necessarily scanty. I could not give y 
opinion as to the value of the tae ition which was obtained. 
was obtained, or whether it ever went through with it or not, but I 
know that the report of March 15, coming right on the heels of the eu 
tailment order, showed that something definitely was wrong, either 
the Department officials were unaware of the discre pancy shown in 
this report or thev considered the figures as unre ‘liab le. And if, of 
course, they considered any of the cost ascertainment fioures and it 
was that division which prepared this report—unreliable, then I am 
afraid they'd have oa caseatadiee all of them in the same eategory. 

On no less than three different occasions I called this fact to the at 
tention of various people in the Department in authority and in 
instance did I get any acknowledgment of the situation. Whether 
thes were aware of it or not, is something that is perhaps left to specu 
lation. except for one reason. About a month before this report wa 
dated the Department called into Washington some 40 or 50 of it 
postmasters, representing the largest offices in the country. 

Senator Dirksen. That was about when / 

Mr. Doran. Actually, on Washington's Birthday, 1950. TI attended 
i part of the meetings, not all of them. At no time was this re 
port-—— 

Senator Dirksen. Let me ask at this point, for the record, who in 

Department at the top echelon was at that conference besides the 
postmasters. 

Mr. Doran. The Postmaster General, Mr. Burke, 

ill of the higher officials of the Department. 

Senator Dirksen. Proceed. 

Mr. Doran. At no time during the — that I attended the con 
ference, and I was there probably 70 percent of the time, was any 
mention made of the diftfere neces or dispar It\ in the cost of Operation 
for the same kind of work in these 20 large oflices, and they produced, 
f my memory serves me right, more than half of the revenue of the 
entire country. 

Senator Dirksen. How long was the conference / 

Mr. Doran. The conference was about a day and a half. 

Senator Dirksen. Continuous / 

Mr. Doran. Yes. going until about 5 or 5:30. and then starting the 
Next morning at 10 o'clock. Each one of the postimasters 
ipon to state his views as to conditions, One of the postmasters gat 

e Department some very valuable information, something t] 
hould have been seized upon and usec as a ouide for the fut 
erations of, at least, mail-handling activities. 
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The Department has contended for years that 96 percent of thi 
money which it expe nds is settled by the C ongress in the w: L\ of rate 
and in the form of salaries to e mployees and, likewise, it has no juris 
diction in the cost of transportation to the railroads, steamship con 
panies, and the airlines, 

These rates are fixed by the Interstate Commerce Commission 
the Civil Aeronautics Board. 

Chere is no argument against that contention, but ne ither the ¢ 
gress nor anybody else says how many hours of employment shall 
used. Lna US ] tmaster told the conference that one of 
mportant things to be watched w 


cLiit 


Wao 

is the man-hours Satined 

on of various post offices. Therein he said lay the 
ese offices were volng to Operate economically oO} 


March 15 confirms the necessity for such ; rit 
Department has been satishe y wath r statistics 


, . . 
ruir »tTne men and Women he COsSt ascertalhiite 


t correct. ere a certalh arb 
} byvat one | 
Ing of mv association as dire: 
i] 1. 1 5 

Pollowed tire stereotyped pattel 

to find out and set out the 
—— note ind not charg 

ss of tn \ proceed 


ales 2 classes of ma 


nad special deliver 


service alone in the third-class offices 
those offices 
rural service is paid largely on a mileage 
» Congress intended it should be a puble service 


ry sil ole bit of service you have, including first 
offices, 39,000 of them by 100 percent vou 
> out the iit. The service to those people i? 


nahnating from them is not only 


ssary, it Js absolutely vital, 
many instances it is the 


O} ly link that ” people have with t] 
onal Government. And regardless of 

i ntaine | N; ti lly, the re will | linprovement mace from Cid 
to time, but from my observation of more than 4 years 


hat it costs it aeld | r 


. here in the 
Department it seems that there was an abundance of ability, primarily 
1! some of the lower strata, men and women who had ice ws. who Wane 
to do things, who wanted to improve conditions, but it seemed almo 
impossible to get these suggestions accepted. 

I can illustrate that. 

When I left the service, and I think the thing still obtained, 
stamps which are used in the smaller offices and in all of the 
ofhces for thi ostmarking of bulky first class miail that wil 
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vO through the canceling machine, in the larger offices that stamp is 
changed every half hour. It isa hand operation. It must be loosened 
and the man must pick from a row with a tweezer the type, insert it, 
tighten it up, and xO to work, and do the same th ne over at the end 
of a half hour. 

There are approximately 2,500 first-class offices in the United States. 

\ few years ago a former representative of the Canadian postal ser 
e invented a device which looked like a hammer, but which had a 
evolving series of type. It was not necessary to take anything out 
It was only necessary to loosen a screw, turn the type to the desired 
our and date wanted, tighten it. and proceed with the work. 

It was put in use in the local city post ottice for some 


I have been able to ascertain it was pronounced a 


a success for no other reason than it saved all of that 
some reason or another it could not be purchased. 
t nught appear that Tam the enemy of the postal officials. On the 
‘Vv, Tam not. IT havea very high regard tor them, so fara 
integrity and their i terest in the service is concert 
| of us vet nto the habit ot don “ things by rote. a 
im afraid that the Departme t is looking back over 
he past in order to get guidance for the future. 
efforts to handle the service. to handle the pr 
predicated upon the thought if they were to ch: 
would be an admission that what they had beer 
wrong. 
One other issue. and then I am finished. 
One of the curses of the postal service is the 
The Department cannot be blamed for that 
is set up its forms, and the forms that should bh 
flices, but for some reason, probably a desire t 
ey have permitted the number of forms to grow 
1) one office we found there were more than PM) y excess ot the ones 
ithorized by the Department which were in use in another office that 
| three times the business 
Tthinkthat isall Lhav tosay, Mr. Chairman. 
Senator Dirksen. Before we get away from that. vou say the Dx 
irtment could not be blamed for those exces forms. Why not 4 
Mr. Doran. Well, in certain offices there are certain conditions at 
‘ople sometimes get into the habit, for instance, they have a law on 
nbezzlement. It is no fault of anybody except the individual wh 
ent wrong, but that usually starts a train of protective ideas, and the 
sult is that the service becomes gaited toward preventi 
ther than proceeding on the basis of a progr Ssive 
Senator Dirksen. Do you remember thi 
vency in Government ¢ 
Mr. Doran, IT have just a faint recollection o 
Senator Dirksen. It was set up and designed to redu 
e number ot forms. 
Mr. Doran. I havea faint recollection, but no actual knowledge 
Senator DirRKsEN. Have Vou any recollection that it ever did aa 
ng in the Department in order to reduce the number of forms 
Mr. Doran. From time to time the Department has started. Ther 
one thing that must be said for the De partinent The amor 
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business that it is doing has increased tremendously. And with that 
increase in business it has brought a great deal more work to the 
Department, but, unfortunately, there was little or no effort made to 
reduce the paper work. 

I can give you an illustr — of that. 

I am far more familiar with the inspection service because I spent 
more than 35 years In it than any other feature of the postal service. 

When T came to the Department as chief inspector there were 130 
or 154 clerks in the Bureau. We did not start any drive to reduce 
jobs, but as vacancies occurred through resignation, transfer, death, 
and what not, we did not fill the vacancies. So at the end of 4 years 
there were 103 people, a reduction of about 30, and the work was 
current. 

Senator DirksEN. Current? 

Mr. Doran. Current, yes. 

In addition to that, the Post Office Department has an official pub- 
heation called the Postal Bulletin. I do not know how it is published 
now, but it did come out on Tuesdays and Thursday. It contained all 
of the necessary information for the guidance of the service. Any- 
thing in the way of amendments or changes or anything that would 
be of interest to the postmasters or the inspectors was 1n th: at bulletin. 

Nevertheless, my own service had felt it necessary for years to pub- 
lish what was called a Miscellaneous Bulletin. Well, I think I know 
something about the psychology of the human race, and I know that 
if you load any organization with an avalanche of paper that they 
are going to start putting it in the drawer without reading it, and 
after having done that for 6 months or a year and suffered no ill 
effects, that is what is going to continue. 

I ordered the discontinuance ot the miscellaneous bulletins and 
nothing ever happened that was detrimental to the service, insofar as 
I know. 

Senator Dirksen. Getting back for just a moment now to this con- 
ference on Washington’s Birthday, 1950, were any notes taken of the 
conference, was there a transect ‘ipt i" the notes, of the recommenda- 
tions? 

Mr. Doran. There was a statement prepared by Mr. Burke. 

~enator Dinksen. Lam asking about notes, stenographic notes of the 
conference. 

Mr. Doran. Ido not remember that there were. I do not think there 
were. There may have been someone taking stenographic notes. 

Senator Dirksen. Is it customary to have conferences at stated 
periods of the top echelon staff of the Post Office De partment to exam- 
ine into procedures, efficiency, personnel reduction, and things like 
that? 

Mr. Doran. Under Mr. Walker there was a staff created, continued 
under Mr. Hannegan, and also under Mr. Donaldson, but it met quite 
frequently while Mr. Hannegan was Postmaster General, and before he 
took leave on account of illness, but after Mr. Donaldson became 
Postmaster General, I do not recall that it ever met. 

Senator Dirksen. One question about inspectors in the field. What 
is their authority with respect to and what are they expected to do 
with respect to recommendations from time to time regarding the 
personnel reduction where possible, improved tec niques, and proce- 
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dures, in the interest of economy, and, if they do have that authority, 

if they are expected on the basis of their surveillance and surveys to 
make such recommendations, are those recommendations made and 
what happens to them ¢ 

Mr. Doran. The Inspector goes out and makes an Inspec tion without 
any authority or direction by the Department. ‘The inspection service 
takes care of the criminal offenses without an v direction, but when it 
comes into the examination of the methods in operation in any post 
office, the at usu: ally comes under the category of what is known as the 

“survey” and it is entered into only when ordered by the Department. 

However, if the i Inspector in the course of his handling of any inves 
tigation, or in the routine inspection, comes across something ‘that he 
believes is of vital Importance, or even of ordinary Importance, he is 
required to report it to the Department. 

Senator Dirks} N. Well. let us assume a case of th IS ki nd, vhere al 
nspector without any instruction from the Department adcoues 
and entirely on his own initiative, believes that out of an otlice where 
you have seven or eight- rural routes that you could have consolidation 
and could effect some economy, does he on his own volition unde rtake 
to make the recommendation in the interests of economy ¢ 

Mr. DoRAN. Asa rule, he would write a special report, calling atten 
tion to it, and in all probability the Department would authorize 
either he or somebody else to make an investigation. 

Senator Dirksen. Is that part of the duties of the inspection service / 

Mr. Doran. Yes. 

Senator Dirksen. What other force, roving or ot 
have in the field to check up on all offices, all 
tions with a view to economy and efficiency / 

Mr. Doran. They do not have any other roving force. There 
times when people of the Department themselves go out. 
times when investigations into certain aspects of 1 


















herwise, do they 
procedures, all opera 






are 
There are 
he service are made 


by men from the Department, but usually they call upon some repre 






sentatives of the inspection service to Join w 
Senator Dirksen. How often, insofar as vou know, have such field 
Inspections been made out of the Department ¢ 
Mr. Doran. Well, 1 would not say they were field inspections. | 


pg say they were investigations into some specific 


ith them. 







matter which 
» Department wanted information on in a hurry, and directed one 
of ' the officials. For instance, in Dallas. Newark. and I believe Mil- 
waukee, a new system of distribution has been put in about 2 years 
ago, and the Department sent representatives of the Bureau of the 
Budget out quite frequently to examine into the results. The men 
who went out from the De ‘partment were joined by inspectors at these 
is places. 


Senator Dirksen. Would you say at this point that the oper 
of the Department in that respect and its efforts. of course, ) pro 
mote greater efficiency and economy are loose o1 effective or me t | 


wanting some functions, some agency 
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. some group! 
Mr. Doran. I believe that be fore you can reach the part, the Pp lace, 


where you can say everything s being done. the inspection serv; 
i AN 


i t 


should be absolutely free, saneetiun only to the chief inspector and 
the Postmaster General, or the Deputy Postmaster General: that 
the gentlemen who are in charge of the vari 
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have the right to say that they want an investigation made here, there 
or elsewhere; that the conditions themselves justify an examination: 
and the inspection service should not have to wait until somebody 
calls its attention to the conditions existing at some oflice or some 
croup of offices. 

_ Senator Dirksen, Does the Chief Inspector derive his authority 
from the statutes or is it done by regulation in the Department? ~ 

Mr. Doran. Well, I would say that it is done by regulation in the 
Department. He is responsible to the Postmaster General. And 
since the appointment of the deputy, I would take it that he is re- 
sponsible to the deputy. 

Senator Dirksen. Well, at this point then what would be the vir- 
‘ue, if any, in setting up an inspection service in the Post Office De- 
partment that is entirely independent of and not beholden to the 
Postmaster General, and does its job? 

Mr. Doran. Of course, if it were not beholden to the Postmaster 
General you would not have much control over it and it might run 
wild, but the danger of the past has been that investigations were 
made only when requested. For instance, the inspection service could 
not take this report of March 15, 1950, and go out on its own responsi- 
Lilitv with the idea of determining why it costs so much here, 75 to 
100 pereent less in this other place. It would have to wait for a re- 
quest from the bureau which had jurisdiction over those particular 
offices. 

The poiat T am making is that if it had the authority when it 
found something like that, to go and make an investigation, it would 
have to be reported to somebody in the Department, but in order to 
keep the inspection service absolutely free it should be reported to 
the Postmaster General or his deputy, 

Senator Dirksen. But my notion of independence is. If it had to 
depend upon the Postmaster General for authority, and he does 
not so desire, then, of course, the hands of the Inspection service are 
tied. 

Mr. Doran. Well, [ was not saving that it would depend upen the 
Postmaster General for the authority. T suggested that the authority 
be there and then they could submit the report to the Postmaster 
General and not to the bureau that had jurisdiction. 

Senetor Dirksen. Let us get back to the budget again. Let us 
take out any one agency now in the postal service, and let us take the 
budget that was submitted by the bureau chief. If course, it comes 
to you in your capacity as chief budget officer. What do you do 
with it 

Mr. Doran. Well. there was the series of examinations and confer- 
ences held, discussions were had as to why this was necessary and 
why that, and based upon the amount of business that was done the 
past vear and the amount that was expected would be done for the 
fiscal year covered by the budget, it was generally determined that 
the requests were not out of line. 

Senator Dirksen. How often in your experience were those est! 
nintes modified downward / 

Mr. Doran. I could not tell you that. I could tell you this, that 
the last year I was chief inspector, the office group made an effort to esk 
me to ask the Congress for 200 new inspectors. 


; . 1 1 
rsennatol Dirmkse? \ NiSsnAvVt! e office a Ked VOU, 
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Mr. Doran. Yes, that is, the office of the Chief Inspector. What 
I call the inside force, from the general superintendent on down, not 
all of them but the general superintendent was particularly anxiou 
we get 200 new inspectors. If we got 200 new inspectors at that time. 
and they operated on the basis of the production of the present force, 
we would have run out of work before the end of the fiscal year. So 
des lined to make the request of the Budget, and we went through 

id got the same number of inspectors as we had previously. 

Senator Dirksen. Now, then, when all of the agency = aarene 
estimates had been prepared, they are consolidated in one estimate 
finally, and then taken to the Budget Bureau. In your vlan tv as 
Chie t ot the budget section ot the Post Office hiatal | suppose 
Vou, accompanied Dy others, then went and presented yourse If to tl 
Budget Bureau; is that correct / 
\Ir. DORAN, | dd | not von the beginning, because | had just entered 
on the duties. My first real work on the budget was September ] 
1949 And a few iys after the represe! tatives of our office went 
to the Bureau of the Budget. 

Senator Dirksen. That would then—— 

Mr. Doran. I waited until IT had become somewhat familiar and 
then jomed them later on. 

Senator Dirksen. Tlow many men did the Budget Bureau assign 
to 2n Investigation and examination of the Post Office budget 4 

Doran. Well, Vd say roughly that there was an average of five 

at the various meetings, but when it came to son spe ific question 


\ 


usrally they worked in pairs. 

Senator Diiksen. Th September, 1949, does it mean that you were 
there im behalf of the L950 fiseal budvet ¢ 

Mv. DorAN. No. the 1951, because we were then in the LODO fi 
Veal 
: senator DIRKSEN That IS correct. How 
Budget Bureau spend with you ¢ 

Mr. Doran, Oh. I would not venture an answer 1 that, because 
they spent a rreat deal of time with certam ember the office 
that I had little or no knowledge of. 

Senator Dirksen W as it davs or weeks 7 

Mr. Doran. T would sav that it was : ‘ry considerable time, 
portion of time. What you Want to bear in mind is this: The Br 
rent of the [3 cl ret, no one can questo} their Interest and then 
zeal and their desire to ret the facts, but they have no vardstick DN 

to measure these requests. I can illustrate that. 

I s: them spend on one oc ‘asion ZO or 25 minutes on the question 
ot whether the Po { (ft ice Department shoul a be allowed 1.400 for 
the purchase of 25 or 30 desks which the ehef clerk apparently 
wanted in reserve because he figured that would be a good investment. 
‘| ey objected to that and CTOSS examined him fo the lenot| OT tine 
that. | have spec fied. 

But in almost ho time they passed the request for over S600 mill 


® maintenance of what was then the second assistant’s but 


division of transportation as it is today 
ator DirksEN. ee much of 


make of your peralrons ¢ 
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Senator Dirksen. That is right. 

Mr. Doran. I do not know. I do not know. 

Senator Dirksen. Have you any idea at all whether they assigned 
any staff men for check up / 

Mr. Doran. From time to time I heard they went out and there 
was one particular feature they seemed to be greatly interested in, 
the motor-vehicle service. They seemed to spend a great deal of 
time on that and seemed to be t: aking a great deal of interest in the 
new system that the Department had installed, highway post offices. 
I heard some of them say that they had made a personal investiga- 
tion of a highway post office running from Annapolis, or somewhere 
in this vicinity, and they cut out, as I recall, a considerable amount 
of the 1 ee the Department had made for the extension of that 
kind of servi 

Senator papi If the Budget Bureau had assigned personnel 
to the field or at the departmental level here in Washington to make 
an investigation of any items of e xpenditure or estimates of expendi- 
ture in the new budget, would it have come to your attention, one 
way or the other? 

Mr. Doran. It would probably have been handled by Mr. Strom 
because he had been working with the Department officials and the 
Bureau of the Budget representatives for a great many years. 

Senator Dirksen. In the nature of things, knowing, of course, 
that your ultimate —— budget was going to be dependent 
upon the action of the Budget Bureau as recommended to the Presi- 
dent, would it not have come to your attention if they were making 
some check, either at departmental or field levels / 

Mr. Doran. It did come to my attention that they went out to 
various offices, and just what they did, what they ascertained. I do 
not know. 

Senator Dirksen. After the Budget Bureau approved your budget 
then, of course, it went to the President, and you would have no know!]- 
edge from that point on unless you were « ‘alled in to the White House? 

Mr. Doran. Of course, that never did happen. The next step would 
be to be called before the subcommittees of the Appropriation. 

Senator Dirksen. Let me see whether we can summarize, Mr. 
Doran, so far as we have gotten. The bureau heads in the Post Ottice 
Department present themselves to the departmental budget office with 
their estimates of expenditure for the next fiscal year. ‘Those were 
examined in your office. ‘There was some discussion of them. They 
may or may not have been modified. .And can you comment at this 
point whether they were modified substantially ? 

Mr. Doran. There was alw: avs some modification. 

Senator Dirksen. Was it substantial ? 

Mr. Doran. I would say no, it was not substantial. 

Senator Dirksen. No modification to speak of ¢ 

Mr. Doran. No. 

Senator Dirksen. So that the original estimates submitted by the 
bureau heads in the Post Office Department were the ones that fin: lly 
vot to the Budget Bureau, and if that Bureau approved those ones 
that got to it, are the ones that got to the White House and finally came 
to the Appropriations Committee of the Congress for final action 7 

Mr. Doran. That is correct. 
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Senator Dirksen. So far as you know, how many cost ascertainment 
explorations and surveys were made in which you have any knowledge 
since you were ide ntified with the De ‘partment, either by officials within 

the Department on ‘ people on the outside who were engaged for 
purpose, or under investigations that may have been authorized | 
the Congress for that purpose ¢ 

Doran. 1 could not answer that question. As chief inspector 
[ was not directly concerned with cost ascertainment. I only knew 
of it when I got reports, and I think those reports were made four 
times a year. The studies were made in these various offices four 
times a year, 

Senator Dirksen. Well, directly or indirectly, do you know whether 
any cost ascertainment studies were authorized, say. LO or 15 years 
ago, and if so, by whom and who did the work ? 

Doran. Oh, yes, they have been in effect, if my memory serves 
me right, for over 20 years. As a matter of fact, I think it began 
about 1925. Mar. Burke, well, he probably will answer that. 

r. BurKeE. 1926 by law. 

Senator Dirksen. Who made the first study, Mr. Burke ¢ 

Mr. Burke. Prior to 1926, Senator, there were several explorations 
ot costs. I guess the initial study must have been in 1907. Then 
there was another in 1911. 

Senator Dirksen. Let us get the details. The first one in 1907 
Was that initiated by the Department and done by the Department 
or somebody on the outside / 

Mr. Burke. It was a joint commission initiated by Congress and 
the Department furnished much of the information that Congress 
wanted, 

Senator Dirksen. Who furnished the rest ? 

Mr. Burke. Do you know, Mr. Walsh? 

Mr. WALSH. ‘| here were tTWo firms ot public accountants engaged 
on that study. 

Senator Dirksen. Those were the New York accountants. were 
they not 4 

Mr. Wausn. I think one of them was a London firm, the other one 

as a New York firm. 

Senator Dirksen. That was in 1907 4 

Mr. Wausu. In 1907 and 1908 IT think the report was made. 

Senator Dirksen. Forty-four vears ago. When did the next one 
come along, Mr. Burke ¢ 

Mr. Burke. In 1911, [ am quite sure, and that was initiated by a 
joint committee of Congress. 

Senator DirKsen. A joint committee. Did they conduct the inves- 
tigation ¢ 

Mr. Burke. On postal service. 

Senator Dirksen. What kind of a staff did they have for that 
purpose ¢ 

Mr. Burke. I do not know, Senator. 

Do vou know. Mr. Walsh, the history of the 1911 investigation / 

Mr. Doran. Is that not the time you brought in the people from 
the field ? 


Mr. Watsn. That was the time of the Hughes commission. 
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Mr. Burke. The time of the Hughes commission. Some outside 
help was employed. 

Mr. WatsH. Some was. 

Mr. Burke. We can probably get a record of it for the record. 

Senator Dirksen. | think it might be well at this point to supply 
it for the record. 

Mr. Burke. We will. 

(The information is as follows :) 


The Hughes Commission consisted of Hon. Charles E. Hughes, Associate 
Justice of the Supreme Court of the United States: President A. Lawrence 
Lowel ’ Harvard University: and Mr. Harry A. Wheeler, president of the 
\ssociation of Commerce of the City of Chicago. The report of this commission 
dated February 2, 1912, disclosed a most exhaustive and critical inquiry into 
the subject of second-class mail matter after adequate notice to all parties in 
nterest Iixtensive hearings were held by the commission at which the Post- 
inaster General and the Second and Third Assistant Postmasters General ap- 
eared and submitted statements presenting the various contentions of the 
ost Office Department together with all the relevant official data and evidence 
relating to the cost of handling and transporting second-class mail matter. 
Representatives of magazines and other publications were heard in oral argu- 
ent or permitted to submit written briefs setting forth their respective reasons 


1» 


for opposing a change in the postage rate on second-class mail. The Second 
Third Assistant Postmasters General. together with minor officers of the 
Department, were critically cross-examined by the council and representatives 
of the periodicals and all the various phases of the second-class postage problem 
were made the subject of a most painstaking investigation. The principal ree 
ommendation of the commission was that the postage rate on second-class matter 
he increased from 1 cent to 2 cents a pound 
. . ] ‘ ] 
Senator DIRKSEN. Do you have anv comment to make why there 
was one in 1907 and then one + years later / 
Mr. Burke. I do not know, frankly. 
Phe following was later supplied for the record :) 


The joint commission authcrized by the act of Congress approved March 2, 
107, was created to make an investigation into the business system of the 
Post Office Department and the postal service. The Hughes Commission was 
created to inquire into the cost of transporting and handling second-class miuil 
and “to make a tinding of what should be the rate for the different Classes of 
ass postal matter in order to meet and reimburse the Government for 


the expense to which it is put in the transportation and handling of such mat 


Senator Dirksen. When did the next one come / 

Mr. Burke. The next inquiry was in connection with an investiga- 
tion by a joint committee of Congress. IT am depending on memory 
now. I think it was in 1921. At that time they were investigating 
salaries and rates, and Mr. Walsh probably can get us clear on who 
participated in that. 

Mer. Watsn. The W. B. Dickenson Co.. a firm of accountants and 
engineers in New York. 
senator Dirksl N. Llow extensive Was that. Sir ¢ 
Mr. Wausnu. Did you say extensive / 

Senator Dinksl x. \ es. 
Mr. WALSH. It was a large Investigation. There Was a separaie 
ppropriation for the purpose, if T reeall correctly. It was in the 


neighborhood of S500,000, 


ant > 2 1 \ 1 
{ he ToHlowimnme was tater supplier or the record :) 
il i i ae 1} i 
\ joint commission of Congress on postal service was created in 1919.) One of 
S purposes is to determine the cost of the various class f mail, worki 
in coop ti wit e Post Ollice Department When the joint conmumission wet 
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out of existence in 1928 Congress directed that the work of determining t} 


handling the different classes of mail be completed and appropriated S500,0 


¢ 


to the Post Office Department for this purpose The work was completed by the 


Department and the efficiency experts who had been theretofore employed by tl 
joint commission were employed to continue their cooperation 


‘ 


senator Dirkst N. he 1 the next one came whe 
Mr. Burke. The next was really the organization, 
cost ascertainment, which came about as a result o 
1925, authorizing the Postmaster General to contn 
ment and to make annual reports of the result, : 
on, Senator, continuously, with the exce 
war. ever since 
Senator Dirksen. So every 
cost-ascertamnment study / 
Mr. Burke. That is correct. 
Senator Dirksen. Who coi 
Mr. Burke. It goes nov 
the Post Ofhce Department He h: 
dle that particular phase. 
Senator Dirks XN. How nian people are ; 
Mr. WarsH. Approximately 35. [think it 


Senator Dirksen. Then how long does it 


study or is it one of those continuous processes / 
Mr. Burke. One week in each quarter that 
In O40 Dost offic Ss, IS it not? 
Mr. Watsn. Yes, sir. 
Mr. Burke. Then that information is submit 
Department. 
Senator Dirkst VN. BO1CISA Spot study, really, 
Mr. Wausn. It is a study of a full week’s busi 
at 540 offices that are se lected as representative i 
graphic distribu on of the postal business. 
Senator Dirksen. That is 500 offices out of a total o 
Mr. Wausu. Yes, sir. The larger offices are more ; 
sented than the smaller ofhi CS, And the 540 offices represent 
mately Dv) percent of thre total business of the postal service 
Senator Dirksen. Does the Comptroller make a formal report 
it sti dy ha been completed, an | to whom is it 
Mr. Burke. He makes an annual report to the I 
Senator Dirksen. | thought you said this was a q . ( 
Mr. Burke. The study is made quarterly, and the four quarters o 
each vear are assembled into one consolidated report. 
Mr. Doran. This is the report— 
Mr. Burke. That is a copy of it. 
Senator Dirksen. So that 1 submitted tO 
rv vear 4 
Burke. That 
itor DIRKSEN ‘cisely what happens 
ter General, 1f vou know / 
131 RKE. The Postmaster (rveneral Cons: 
his budget and with the defieit that exists 
determines frol i use he postal cle tic <.. 


tor DiRKSI ‘ »>AnV st iff meeting 


s hela 
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Mr. Burke. We now have staff meetings every Tuesday. 

Senator Dirksen. Every Tuesday? 

Mr. Burke. Yes. 

Senator Dirksen. What action, if any, has been taken with respect 
to recommendations in the cost report ‘ 

Mr. Burke. The Postmaster General has repeatedly over the last 
” years, Senator, recommend increases in postage rates, resulting from 
the information furnished him by cost ascertainment. 

Senator Dirksen. When was the last cost study made by auditors 
and accountants outside of the post office authorized by Congress ¢ 

Mr. Burke. We had a in study made in 1944 which was 
initiated, in fact was initiated by the Postmaster General. A man 
named Heiss was employed as a special consultant. He had for years 
been comptroller of the American Bell Telephone, and he was em- 
ployed by the Postmaster General to make a special study of cost 
ascertainment. 

Senator Dirksen. So that is the last study that has been made by 
personnel! | outside of the Dey vartment ¢ 

Mr. Burke. His report , dated December 29, 1944. That is the 
last outside study, except possibly a casual examination of the pro- 
cedures by the Heller Associates, who were employed by the Hoover 
Commission in connection with the general investigation of the execu- 
tive departments. 

Senator Dirksen. I wanted to get to that. 

Now a task force Was assigned by the Hoover Commission, and I 
suppose vou are familiar or, Mr. Walsh, you are familiar with that 
task force / 

Mr. Burke. I am very familiar with that task force. 

Senator Dirksex. How many men were on the task force, approxi- 
mately 4 

Mr. Doran. Six. 

Mr. Burke. At one time seven. 

Senator Dirksen. How much time did they devote to this study and 
how was it divided as between - spartmental and field / 


Mr. Burke. It was almost a vear that they devoted to the study 
- L would Sul that ap ecoxinsiely half of their time was spent in 
departmental headquarters and the other half in the field. 


nator Siamese x. Would you say that the personnel of the task 

PB unde the Lloover (Commission were competent people ¢ 

Mr. Burke. Very high type. 

Senator Dirksen. High-type people / 

Mr. Burke. Yes. 

Senator Dirksen. So that the findings which they finally submitted 
are entitled to very considerable credibility , 

Mr. Burke. The ‘vy certainly are. 

Senator Dirksen. To summarize, roughly, Mr. Burke, would vou 
care to state for the record what those findings were / 

Mr. Burke. Well, the findings of the Hoover Commission were 
summarized Into nine recommendations supported 

Senator Butter. Where can they be found in convenient form 7 

Mr. Larimer. I have them here. 

Senator DirKsex. You can get them from the Expenditures Com 
l ittee on the Hoover Commission. 


Mr. Burke. Lam sure copies are available. 
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Senator Dirksen. Make this brief. Mr. Burke. 

Mr. BurkKE. The task force made its report to the Hoover Con 
mission, and the Hoover Commission summarized into nine recom 
mendations the work of the task force. Kieht of them were promptly 
approved by the Postmaster General. The one recommendation that 
was not approved provided for the complete decentralization of the 
Mahnavement of the postal service, The Postmaster (rene real fe It that 
the cost of setting up 15 regions for administration, plus eighty-odd 


divisions under those regions, the expense would not be justified b 
the results that could he obtained. It was estimated it would cost 
about $5,000,000 to set that up. 

Senator Dirksen. In connection with that particular recommen: 
tion, and Tam drawing entirely on memory now, because I have not 
seen it for some time, the commission recommended the creation of 
the ottic eof director of posts in connection with that decentral ZATION 

Mr. Burke. That is correct. 

Senator Dirksen. Was that particular recommendation approved 
or not? 

Mr. Burke. It was adopted, but the designation of deputy post 
master general was used rather than director of posts. 

Senator Dirksen. Correct me if I am wrong, but I believe the 
Hoover recommendation, that Is, the Commission recommended that 
if these suggested remedies and reforms were Inaugurated we could 
effectuate a saving in the Post Office Department of about $250,000,000 
a vear, is that correct / 

Mr. BurKE. No, that is not orrect, Senator. 

Senator Dirksen. Will you modify it? 

Mr. Burke. The task force, and I would like to furnish the exact 
ficures from the record—— 

Senator Dirksen. That is right. 

Mr. Burke. The task force stated that certain basic changes 
should be made in the operation ot the postal service, They recon) 
mended that a change in the accounting should be made which 
being accomplished. They recommended that certain capital invest 
ments be made to vet more modern machinery and apphances. And 
they came up with this conclusion, that if these capital investment: 
were made that they recommended, that on the basis of their ex 
perience, and this is the language of the task force, in handling sim 
lar situations in private business that it could be expected that withn 
a minimum period of 3 years reforms could begin to be accomplished 
that would result in total suvings of about S140,000.000 a vear, but 
they were very careful to Say that they did not mean by this that there 
would be an actual SAVInge ot that amount ot money, that the postal 
service, not being static, its business constantly increasing, that, in 
their judgement, the Department would be ina position to take o7 
HOUSINESS with a reduced rate of increased expr nditure to that extent. 


t 
Senator Dirksen. I would suggest that at this point, foll 
] 


Mr. Burke’s responses, that we insert the report of the task force a 
submitted by the Chairman of the Commission on Oreanization o 


wine 


J 


the Executive Branch in its entirety, since it is not very long. 
The CratrMan. That is House Document No, 76, Eighty-first Ce 
gress, and hearing no opposition, it will be inserted in the record 


_s Sail 
this pont. 
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(11. Doc. No. 76, 81st Cong., Ist sess., is as follows :) 


H. Doc. No. 76——-S1st Cong., Ist sess 


LETTER FROM THE CHAIRMAN, COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
SRANCH OF THE GOVERNMENT TRANSMIITING THE COMMISSION'S REPORT ON TH 
Post Orrick DEPARTMENT 


I irk O PRANSMITTATI 


WASHINGTON, D. C., February 21, 1949 
The Honorable the SPEAKER OF THE HOUSE OF REPRESENTATIVES 


R Sres: In accordance with Public Law 162, Eightieth Congress, approved 


July 7, 1947, the Commission on Organization of the Executive Branch of the 
Government has investigated the Post Office Department We submit herewith 
to the Congress the Commission’s report on the Post Office Department and, 
separately, the report of the investigation and recommendations of Robert 
Helle ind Associates, It 
rhe Commission wishes to express its appreciation for the work of its 
nd for the Ope on of e post-office officia n our investigatior 
Resi buiiy 
HERB HH Chairn 


THE POST OFFIC! 


rhe Post Office Department operates one of the world’s largest businesses, 

From its first full year of operations in 1790, when revenue amounted to 
$38,000, it has grown to an enterprise with revenue above $1.3 billion a year 
It employs more than 500,000 persons, operates a fleet of more than 10,000 trucks 
and manages 24,000 buildings, of which about 3.200 are federally owned. Dur 





ng 1947 it transported and delivered more than 37 billion pieces of mail—in 
ding some 1.6 billion pieces of free miail—and handled more than SOO million 
ansactions in such special services as money orders, collect-on-delivery ma 
! postal savings The establishment's 42,000 post offices range from fourt 
<S units, ¢ h with annual revenue below $1,500, to the establishment in New 
Y¢ City with 100 stations and an annual revenue, in 1947, of $132 million 
The Post Office Department contracts for tens of millions of dollars yearly for 
shi} irlin and trucking transportation It sells money orders—2S4 
million of ther n 1847—and runs the Postal Savings System, whose 4 milli 


depositors ha total accounts of more than $3.4 billion 
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(yg) Accounts are kept by the General Accounting Office outside the Depart 
ment and are available to the Post Office for management purposes only after 
nonths of delay Methods of budgeting and appropriation are entirely un 
suited to a business of the size and character of the Post Office. The pressure 
of these forces in a rapidly growing business accumulates to make impossible 
the most economical and efficient conduct of the service. 

h) In recent times, except for a few years, the Post Office Department 
has operated at a loss In 14S, only the first-class mails, certain categories 


f foreign mails, and the Postal Savings System more than met their own ex 





T) rises 

In IM7, the total deficit was r 20 percent of the revenues 

I) 44S, the total deficit was S310 million, or Vv percent of the revenues 

I 149, the total deficit will probably exceed S500 million, or more than 30 
percent of the revenues. (See chart.) 


There is as yet insufficient information to analyze the estimated deficit for 


ie fiscal year 1949. The deficit of $510 million for the fiscal year 1948 re 
sulted after deducting about $190 million from protitable services, leaving a loss 
on the other services for that year of over S500 million The accompanying 
able shows the division of profiit and loss for the major services during the 
hese deficits have been created by circumstances mostly beyond the econ- 


trol of officials in the Post Office Department, and can be remedied only by 





g and courageous action 
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PROPOSED DEPA MENTAL ORGANIZATION 
We hav urged in our first report that the foundation of good departmenta 
administratior s authority from Congress for the Postmaster General to orvat 
Ze al control his Department separate authorities to his subordinates should 


be eliminated 
Under our recommendations, made elsewhere, we propose a new form of “pe! 
formance” budget We propose that the Department keep its own administrative 
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accounts as prescribed by an Accountant General in the Treasury and subject 
to an approval of such system by the Comptroller General and audit by hin 
The Commission also recommends that all personnel recruitment should be de 
centralized into the Department (except possibly in the lower grades), subject 
to standards and methods of merit selection to be proposed by the Department, 
but with the approval and enforcement of the Civil Service Commission Phe 
Commission likewise recommends elsewhere that procurement of supplies should 
be decentralized into the Department with the exception of it 
use to all Departments but under standards and methods established 
Office of General Services Further, we propose that the Depart 
strengthen its Ianagement research unit, working in ce peration 
parable staff unit under the Office of the Budget 

We have in addition a number of specific changes to be made it 
Departinent 


emis of ce 


Vanagement structure 

Recommendation No. 1 We recommend that the Postmaster Gene 
remain a Cabinet officer appointed by the President and contirmed by 
but should not be an official of a political party, such as chairman of 
committee 

He should be relieved from the details of day-to-day operating duties ¢ 
be free to determine departmental and public policies. 

Recommendation No , We recommend that there should be ai Director 
of Posts under the Postmaster General who should be appointed by the President 
without term and contirmed by the Senate 

He should be an experienced executive, preferably chosen from the service. 
He would be the operating head of the Post Office Department 

Recommendation No. 3—We recommend that the postal service should be 
decentralized into 15 regions under regional directors of posts and district super 
intendents 

Regional directors would direct all transportation in the region and the 
activities of the district superintendents who would have supervision over al 
post offices in a prescribed area 

The line of authority should run from the Postmaster General through the 
Director of Posts to the regional directors and thence to the district superil 
tendents 

Recommendation No. 4.—We recommend that there should ve appointed by the 
President a national board of seven advisers serving part time and representing 
the different elements of the publi 

Their duties would be advisor\ as to methods and pol cles They should 
unpaid except for a fee for attendance. In addition, the Postmaster Genera 
should serve ex officio as Chairman of the Advisory Board and the Director 
Posts ex officio as Vice Chairman. 


('areey Posty aQte x 


The Post Office should be taken out 

Of the 470,000 persons employed, over 22,000 are in fact politically appointed 
They are the strategic positions of first-, second-, and third-class postmasters 
and some top officials 

Undler Presidential orders beginning in 1932, and now under a law passed in 
1938, the selection of candidates for postmasters has been limited to a list ap 
proved by the Civil Service Commission based upon merit eXaminations. This 
inethod has lessened the appointment of unqualified officials. However, the 
choice from the list usually results in appointments from the political party 
n power. A deleterious effect has been to create a political barrier to promotion 
within the service and thus dept ve it of a great incentive to good work, 

Recommendation No. 5 We recommend that the confirmation of postmast 
by the Senate should be abolished 

The primary responsibility for personnel selection and management other 
than the Postmaster General and the Directors of Posts should rest in the serv 
ice. The Post Office Department is alone able to determine and find the skills 
required The selection of postmasters should be, as far as possible, from the 
local community and in consultation with community leaders. We have stated 


Report 
Re} 
I 


teport o1 


mort on 


Rey rt 
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above that all selections of personne! should be subject to merit standards set 
by the Post Office and approved by the Civil Service Commission and subject to 
enforcement by that body.°® 
And we have proposed a reorganization of the Civil Service Commission which 
would make practicable the establishment and enforcement of such standards. 
Our purpose is a career service based upon merit selection with the widest 
opportunity for promotion as its objective. 


Budget, accounting, and audit 


The whole accounting and administrative problem of the postal service is 
onfused by the present form of the budget. Currently the service is operated 
under 5S separate appropriations, each of which must be independently justified 
by the Department, reviewed and approved by the Congress, and apportioned to 
ndividual post otfices for each quarter by the Bureau of the Budget Individual 
appropriations for 1948-49 ranged from $3,000 to over $500,000,000 in such verti- 
cal classifications as “clerks, first- and second-class post oftices,” “village delivery 
service,” and “carfare and bicyele allowance.” 

Every dollar spent must be charged against a specific appropriation, and 
transfers from one account to another—even in the case of exhaustion of funds— 
s permitted only within certain narrow limits. As a result, the postal manage- 
ment is unable, for example, to operate any post office as a fiscal unit, but must 
concern itself with the expense of separate activities within the office—clerks, 
vehicle hire, carriers—as though they were totally unrelated. 

One effect of the present combined budget and accounting system is that it 
hampers a businesslike operation of the service. 

For instance, cash books are kept in each post office, and each entry is covered 
by a voucher or similar document when turned in for quarterly settlement. Ac- 
counting units of the Post Office Department have only 30 days after the close 
of the quarter to review this mass of material from 42,000 post offices and to turn 
it over to the General Accounting Office, which performs the full audit, settles 
directly with individual postmasters, and turns its report over to the Depart- 
ment some S months after the quarter's end—too late for effective use in day-to- 
day and month-to-month analysis and supervision. Consequently, the Post Office 
Department must depend, in fulfilling its operating responsibilities and budgeting, 
on its oWn partial duplication of certain accounts and estimates of others. 

The inadequacy of such a structure of uccounting and budgeting becomes more 
apparent when it is considered that the volume of business, and hence expenses, 
will fluctuate with changing economic conditions. Nor can the Post Office 
Department alter its services to fit its budget, since it must accept whatever 
volume of service the public requests. The only recourse today when expenses 
exceed estimates is to request a supplemental appropriation from the Congress 

The present system does not permit of competent cost accounting fundamental 
to efficient management of a business. It is outrageously cumbersome and 
results ina mass of unnecessary red tape and a host of employees 

It must be recognized that the Post Office is 

(a4) Predominantly of a business nature: 

(b) Revenue-producing and potentially self-sustaining : 

(e) Characterized by a large number of business-type transactions with the 
publie; and 

(¢?) In need of greater flexibility than the customary type of appropriation 
budget ordinarily permits 

Such a reorganization is essential to provide 

(a) Accounting, budgeting, and auditing procedures designed to improve man 
agement’s control of the business 

(b) Flexibility of expenditures to meet fluctuating demands for postal service 
and varying conditions of operation on a Nation-wide scale 

(¢) Reasonable freedom from restrictive laws and regulations governing con 
tracts, purchases, and personnel practices 

(?¢@) Administrative authority commensurate with responsibility 

We wish to emphasize our recommendations elsewhere that the Department 
should keep its own accounts and make its own disbursements subject to audit 
by the Comptroller General and in accordance with procedures determined by 
the Accountant General, these procedures to be approved by the Comptro!er 
General 


* See our report on Personnel Management 








ADJUSTMENT OI , RATE: 195 


rhe experience of the Federal Government in many of its busine nterprise 


(ftice 


e 
has already pointed the way to the solution of these problems in the P 
The Government Corporation Control Act f 1945, 


ost 
s amended, provides for 
business form” of budget, accounting and audit, und 
ity to the management of those concerns Aly 
ars unnually of Government business is done under tl 
We do not recommend that the Post Office should be 
is We consider that to be unnecessary. 
mmecndation Vo. 6 We do recommend tha t! 
spect to business management, budgeting, accountin 
Post Office 
u provision will bring the Department into step 
nd will not lessen executive or Congressional « 
ill provide flexibility in management, simplit 
ind audit which will result in large economies 


yf the ordege 


over 900 pages in detailed laws and regulatior 


~~ l 


‘ 


vor operation of the postal service as an expen 
vernment, rather than as the revolving fund service whi 
e provisions curtail the Department's authority over n 
important powers in the hands of other agencies. They 
te incentives for cost-conscious, economical operation They 
of the Department to adjust to changing commercial conditions 
of flexibility, both in financial and operational activities 
Recommendation No. 7 We recommend that the laws, regulat 
stipulations governing the service should be revised not onl 


these structural changes but also to simplify the whole operation 
Postal rates 


Certain postal rates are fixed, not primarily to provide postal 
an element of public policy in the dissemination of inform: 
provision of services not otherwise obtainable by the people 

It is our view, therefore, that the final determination of 
(including air mail), second-, third-, and fourth-class 
the Congress 

However, there are other services performed by the Post © 
primary interest to certain groups, the losses from which shou!d 
the general taxpayer 

Recommendation No, 8 We therefore recommend that 
iuthorize and instruct the Postmaster General to make rat: 
delivery, and collect-on-delivery mail which would make eac 


self supporting 


registered mail, insured mail, money orders, postal notes, post 
a 


On the basis of the 1948 estimates this would increas 
CCM CMD per annum 
\ reorganized method of accounting, as mentioned later, would 
ir more efficient conduct of the service, and afford more ac 
and cost control systems, but also would form the basis upon 
ould act with more assurance upon rates, 
To provide such data to the Congress a small unit should be establi 
Department to furnish Congress with information and esti 
making 


rhe Congress might consider the feasibility of securing recommendations on 
t 


rates from, say, the Civil Aeronautics Board or the Interstate Commerce C 
mission, 


Subsidies 


Payments to common carriers for transporting the do stic ar foreign ail 
mail are fixed by the Civil Aeronautics Board at a level to provide a subsidy 
to aviation. Contracts for overseas mail are also made on a subsidy basis 
These subsidies may be most desirable. 

Recommendation No. 9.—We recommend, however, that the amounts of thess 
subsidies should be paid to the Post Office by open appropr 
and not imposed upon the Post Office or the mail user 
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By such a course, the President, the Congress, and the public may know 
what the amounts of the subsidies are. 


RECOMMENDATIONS AS TO ADMINISTRATIVE SAVINGS 


The above recommendations of a major nature will require legislative action 
\fter such a general structure is erected by statute, then a great number of ad- 
ministrative improvements and savings will be possible which do not require 
legislation. 

The Commission has had the assistance in the investigation and development 
of recommendations of Robert Heller & Associates, Inc. Many administrative 
recommendations are given in detail in their report which also is transmitted 
to the Congress. They estimate, based on their broad experience in business 
und industry, that the eventual savings of such modernization will be consider 
able, although a substantial proportion will require capital investment for 
equipment The improved business structures and increased rates on special 
services will do much to reduce the deficits. 

There are other advantages accruing from this reorganization which cannot 
be measured in dollars. These advantages include increased incentives in the 
service, increased efficiency and increased cooperation with the public. 


RELATED TASK FORCE REPOR' 


The Commission has had printed the report of its task force on the Vost 
Office Department, as appendix I. Draft legislation to make clear the Com- 
inission’s recommendations is submitted separately in type script. 
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Senator Dirksen. Let us get back to the rate matter, Mr. Doran. 

Referring back to the previous subject of the budget, that carries 
lis pretty well to the point where we now have before us an estimate 
of expenditure for any given fiscal year. Of course, in order to offset 
that expenditure you start first of all with rates on the general theory 
that every department likes to see a balanced budget. The question 
then is whether there are rates that are practical and fair and equitable 
and commensurate with the estimate of expenditure. You say that 
in addition to having been Chief of the Budget Section that you were 
also Chief of the Rate Section, is that correct ? 

Mr. Doran. Not for long enough to have any activity. T was away 

leave when I was given that job. I used up all of my leave with 
the cee of 3 or 4 day s, and w vhen I « ‘ame back I found that I 
had been made director of rates. I only spent 1 week in the Depart- 
ment under that title. and then applied for retirement. 

Senator Dirksen. Do vou have any familiarity with the rate mak- 
Ing procedure in the Department ? 

Mr. Doran. Well. | probably have as much as the average person 
In the Department. Perhaps the committee has the impression that 

Department officials have been experts on the rate question for 
many years, but if you will look back into the files of the committee 
of the Reece committee of 1947, you will find a request by Mr. Reece 
to the Post Office Department for a recommendation as to what the 
specific rates should be. 








—— 
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Senator Dirksen. You held the title then as Chief of the Rate 
Making Section for only 1 week, but actually did not serve in that 
capacity ¢ 

Mr. Doran. Yes. 

Senator Dirksen. And you have, as you say, some general famili 
arity with the rates / 

Mr. Doran. I think so, ves. 

Senator Dirksen. At this point would you care, first of all, to make 
some general comment on this rate matter, based upon your famill 
arity ? 

Mr. Doran. I think before any equitable approach can be made 
determining what the rates should be that the Department and Con 
Gress and everybody concerned has to acknowledge openly that there 
are certain detinite charges which cannot be apphed against any 
class mail. You are giving subsidies of, say, $50,000,000 to any one 
or all of the various modes of transportation. L do not know what 
rate-making process would justify the thought that any part of 
that 850,000,000 should be allocated or allotted or charged against 
first class, second class, or any other class. I think it should be ae 
‘ epted as a subsidy. 

| do not think the Post Office Department should he required to 
saddle the situation created by such a subsidy. I think also that an 
approach should be made to the question of whether these district 
otlices are going to be continued on a service basis. And. if so. the 
approximate amount of the cleficit that is eoing to be incurred in the 
course of any one fiscal vear. 

senator Dirkst N. What do you mean by “district office.” Mr. Doraa ¢ 

Mr. Doran. Second, third. and fourth class. the smaller offices. 

Senator Dirksen. If you have a figure in mind, will you give that, 
which can be revised for accuracy later. 

Mr. Doran. The offices doing less than $40,000 worth of business, all 
the Way from S1.500, which is the fourth class, to $8,000, which is the 
third class, and 840,000 which is the second class. 

Senator Dirksen. Roughly, then, 39,000 offices, would vou say ¢ 

Mr. Doran. Thirty-nine thousand some-hundred offices are in the 
category of district offices. 

Senator Dirksen. Out of a total of how many 4 

Mr. Doran. 41.200 about, I believe, the last figure. 

Senator Dirksen. So that in order to intelligently make rates it is 
vour judgment, based on long experience in the Department, that, 
first of all, there must be a clear-cut statement of pohiev with respect 
to the subsidies which are presently being’ paid and with respect to 
those offices that do not pay their way, which you regard also as a part 
of the indirect subsidy 4 

Mr. Doran. T regard them as a direct subsidy, because, as T stated, 
in the third-class offices the rural service alone costs more than the 
entire rec e1pts of the office. 

Senator Dirksen. Let us brenk these down a little bit. Start with 
No. 1. That would be rail transportation for which the Department 
pays a very substantial sum every vear. Could vou give us now some 
rath yr extended comment upon the procedure il cl how much of it you 
think is subsidy, what economies can be effected, what waste, extrava 
oance, If any, exist in that set-up as it is presently operated ? 
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Mr. Doran. The extravagance existed in the fact that the Post Office 
- ‘partment was required it hired a car to go from Washington to 

Chicago, it sa to pay for it when it came back whether it was oceu- 
pied, used, or not. That was not the fault of the Department. That 
was the aia which was created at that time. 

Senator Dirksen. Let us get that ina little more detail. if you know 
What that practice is. How does the Post Office Department go about 
estimating its needs in cubic feet and how long in advance for a car, 
one or more cars, that will transport mail, let us say, from Washington 
to Chicago / 

Mr. Doran. It is handled by the railway mail service which is now 

called the Bureau of Tr: anspor: ition. I he lieve, and it is not alw: avs 
cath le to evaluate what is going to be needed in suc h for any long 
period beforehand. Certain definite trains carry standard equipment, 
but on storage-car equipment it may be necessary to get two extra 
ears at very short notice. That is le ft in the hi inds of an emp lovee of 
the railway mail service. 

Insofar as I have any knowledge, I am quite sure that the space 
that was ordered was for the most part utilized, but the extravagance 
came. 

Senator Drksen. Let us not depart from that point for a moment, 
because we are going in one direction, Suppose the Post Office De- 
partment onde red 60 cubic feet of space and only used 304 

Mr. Doran. They would have to pay for what they ordered. 

Senator Dirksen. They pay for the 60? 

Mr. Doran. Yes. 

Senator Dirksen. How long in advance is that space ordered, 
normally ? 

Mr. Doran. I do not think that could be answered, because on cer- 
tain lines they know they are going to need and utilize, day after day 
after day, a certain a of space. All of that space would not 
be occupied by mail, because there has to be places for the men to 
work in raily way post al-cars, but when it comes to the question of 
getting a storage car that has to be left to the judgment of the individ- 
ual who has charge of the work on the platform at that particular 
time. Ido not think that anybody is in a position to say that storage 
cars were hired promisc ously and without due regard to the amount 
of mailon hand. I know I would not, because I do not have the facts 
to back it up. 

Senator Dirksen. At least, we have this one tentative conclusion, 
then, that the Department X days in advance orders space for the 
transportation of mail and pays for whatever it orders whether it 
uses that amount of space or not! 

Mr. Doran. Yes. And if it hires it to go from here to Chicago, it 
has to pay for the return trip. 

Senator Dirksen. Now we are getting tothe return. Tell us about 
the deadheading of the ear. 

Mr. Doran. Well, it comes back here to its place of departure. If 
it can be utilized with some sort of mail, all right, but, as has been 
pointed out, the shipment of mail westward is heavier than eastward, 
and cars used for parcel post from Chicago to Los Angeles and San 
Francisco, a certain percentage of them would come back empty or 
relatively empty. ‘The Department has no choice in that matter ex- 
cept, of course, to see that only the required space was ordered. 
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Senator Dirksen. What is the rate which the Department pays on 
cars returning empty 4 
Mr. Doran. Offhand, I do not know, I do not have the figures with 
me at the moment. 
Senator Dirksen. Would vou say ii is the same rate as for ma 


ara) 
= 


mg ou 
Mr. Doran. No. 1 believe it is slightly at a les 
Mr. Burke. Might I clear the record on that ¢ 

Worett deadhead movement. That was ou 

Senator Dirksen, January 1 of this vear? 

Mr. BoerKI B. thre agreements made between the r 
autol and the Post Office Department for a st pirat 
covering thy period of their petition from the time 

Mr. Doran. | o that time it was in effect. 

Mr. Burke. 7] ecember 31, 1950. The retin 
ment “as ette ~ but , f ie agreemen 

on y s that rere should 
turn deadhead movements of storage ca 


Senator Dirksen. Of storage cars. What about other cars / 


( 


for 


; 
hit clerks to work nh. they are paid ior iM both directions. They 


Mr. Burke. The postal car which the car that is equippes 


are part of the consist of the passengel train that the 2 uulroad com 
pany must know in advance what kind of cars to put in the fast pas 
senger train. 

Mr. Doran. Are they not occupied in both directions / 

Mr. Burke. In most instances. It is very rare that a post office car 
is not utilized in both directions. Sometimes more mail in it from 
Its trip east to west than from west to east, or on its trip north to south 
than from south to north, but that phase of the return deadhead move 
ment is definitely out. 

Senator DIRKsI N. Well. how, with respect to tundard equipment 
‘ar that goes from Washington, let us say, to the coast and for a 
‘ertain rent, now does the Department order space in the car at the 
other end before it starts back in this direction / 

Mr. Burke. That depends on the movement of mail from the 
other end, under the existing set-up. Under the old set-up there 
was another provision that if the railroad company had use for those 


empty cars they should use them for express or for any other pul 


pose, and then they would not make a charge against the Depart 
ment, but under the existing arrangement we only know what the 
rate structure is. We do not know the actual dollars represented by 
that rate, because the Interstate Commerce Commission has not vel 
handed down their decision, but cars are arranged tor in one direction 
only. We pay under the new structure, or, that is, we will pay for 
transportation on the same basis that private business pays for the 
transportation. We will pay for the space we use In the direction 
we use lt. 

The CHarrMAN. That was in the agreement / 

Mr. Burke. That was a part of this. 

The CHarrmMan. The increased rate was so much—they inere 
the rates ¢ 

Mr. BurRKE. We do not know. as I Say, what the actual dollar 
will be, but we do know that the new rate structure will provide 
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the payment of the space only in one direction, the direction that 
it is used in with respect to storage cars. The railway post-office car 
is not affected by that, but, as I explained, they are used generally 
in both directions. 

Senator Dirksen. When did you say this became effective / 

Mr. Burke. January 1, 1951, 

Senator Dirksen. Then, Mr. Burke. and I will address this to 
both of you—first I will address it to Mr. Doran—in your judgment, 
Mr. Doran, does the elimination of deadheading provide for a very 
substantial saving or not / 

Mr. Doran. It does, if the Interstate Commerce Commission does 
not come along with an increase in rates that will wipe it out. 

Senator Dirksen. That is a question, of course, that we will get 
to later. Let us leave the modification out. Just say if deadheading 
is eliminated there would be a special substantial reduction in cost / 

Mr. Doran. There would be. 

Mr. Burke. Definitely. 

Mr. Doran. A substantial reduction. 

The CHamman. How much have they applied for, an increase of 
how much ¢ 

Mr. Burke. A total of 95 percent increase in the rates as of Feb- 
ruary 1947. The Interstate Commerce Commission granted a 25- 
percent interim rate which the De partment has been paying. 

Mr. Doran. That will mean you are just getting a 5-cent cheaper 
rate than if you paid for the return of the empty car. 

Mr. Burke. I had not finished. The Interstate Commerce Commis 
sion has not vranted the Jo-percent rate. 

Mr. Doran. If that is granted—— 

Mr. Burke. The 95 percent, if that is granted, of course, that is 
true. 

Senator Dirksex. Then you would have the same cost, virtually, 
if deadheading the car, 

Senator Pasrore. It may be even greater, because I understand there 
isa little decline of the rate on the empty car. 

The Cuamman. What percent of the cars were not charged up to 
the Post Office for the return ? 

Mr. Burke. I would have to get that from the Bureau of Transpor- 
tation and supply it for the record. 

The Cuamman. We would like to have that to show just what per 
cent it is. 

Mr. Burke. The percentage of storage cars that the Department was 
obligated for on the return deadhead movement that the railroad ab 
solved them of the charge ? 

The CuatrmMan. The railroads use them. 

Mr. Burke. I will get that from the Bureau of Transportation and 
supply it for the record. 

( The information to be supplied is as follows :) 

The deadhead storage space which could have been claimed by the larger rai! 


road companies during the calendar year 1846 which was not claimed amounted 
to 1S.4 percent 


Senator Dirksen. Do you have in mind a rule-of-thumb estimate 
of the saving that would be involved if deadheadinge were involved / 
Mr. Doran. No: I do not. 


Senator Dirksen. Mr. Burke, do you have such an estimate / 
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Mr. Burke. [I am sorry; | do not. 

Senator Dirksen. Will there be a saving / 

Mr. Burke. Definitely. 

Senator Dirksen. Your budget was prepared and came up in Jan 
uary. Has there been any modification of the Post Office budget to 
take account of that economy ¢ 

M r. BurKE. No, because we do not know at this time what the De 
partinent will be compelled to pas the railroads for the transportation 
of the mail since January 1. 

Senator Dirksen. That is an open matter at the moment. that ha 
not been resolved vel, it could be resolved a long time from now 4 

Mr. Burke. We think it can be resolved within the next several 
months. Weare quite sure it will be. 

senator DIRKSEN. Has there been any memorandum to the Appr 
priations Committee of the Congress that here is an item that might 
be taken into account in the approval of the budget since your est 
mate for 1952 fiseal has already been passed upon by the Hlouse and 
S presently pending in the Senate Committee on Appropriations / 

Mr. Burke. Let met explain that in this way. The Department's 
estimates for railroad transportation in the fiseal 1952 are based on 
the amounts that were actually paid the railroads under the 25 percent 
mnterim mcrease. Now nobody expects that the Interstate Commerce 
Commission 1s ole 1 am not trving to think for the Interstate 
Commerce Comunission to hand down a rate that is less than that 25 
percent interim rate nerease that we have been paying, so that the 
only etfect it could have on om budget is the extent that the Inter 
state Commerce Conimiission perhiahent rate Is above the 25 percent 
interim rate, and it is an increase in budget, rather than a decrease. 

Senator Dirksen. This agreement with the carriers effective Jan 
uary 1, L951, was. doubtless, covered by au memorandum with th 
Department ¢ 

Mr. Burke. That is right. It has been presented to the Appropri 
itions Committee in the House. 

Senator Dirksen. Will vou submit now at this point in the record 


1 COpys of the memorandum agreement between the Post Office 1) 
partment and the carriers as it relates, first. to storage cars 4 
Mr. Burke. Twill. 


(The information 


f 
f 


follows: ) 


RAILWAY Mart Pay Casi 


In February 1947 the railroads applied to the Commission for a 45-percent 
nerease in mail pas Subsequentiy, this petition was amended on several occ: 
ons, so thut t now calls for a Y5-percent nerease Rates fro the diate of 
petition to December 31, 1950, have been fixed by the Commission's order of 
December 4. 1950 This order approves a stipulation between the Department 
nd the railroads It provided for a fixed payment of $512,000.000 to all the 
tilronds over a | bove the rates in effect o Feb uary IS L447 when the 
inal petition was tiles Phe pavment re ludes the Bo perce! teri incrense 
ded by the Comliissio ol brecemiber $, THT The nterit pavinent 
mount t sbont STOO.O00.000 above the base pers for the specie pertod of Ke} 
rv 1S, 1947, to December 31, 1950, leaving §152,000,000 to be paid The rai 
ids claimed it the costs Were SSS6.000,000 above the basic rates for the 
question The Post Office Department's investigation disclosed 1 
ndditional puis shoul not exceed SS7S 000.000 : thus the Conimmission’s Will 
66,000,000 less than the Departinent’s figure 
The stipulation as approved by the Conimission also pro ded for the « tOiist 
tofa new rate structure which eliminates the so-called round-tr Pp Provislor 
and provides fot payinent lor service ol i one-way’ NISLS 
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The Department's proposed rate scale was filed with the Commission on 
January 10,1951. It provides for the separation of terminal and line-haul rates 
and, as stated, the prescription of rates on a one-way basis. The Departinent’s 
proposed rates would result in an average increase in mail revenue to railroads 
of about 42 percent, whereas the rates allowed for the period February 19, 1947, 
to December 31, 1950, resulted in an average increase of about 48 percent. The 
adjustments which have been made in developing the Department’s proposed 
rates for the future could not be projected retroactively in the settlement of 
claims of the railroads for the period February 19, 1947, to December 81, 1950. 
This is so because in large part the items that make up these adjustments were 
not in existence during that period. Savings which arise from mechanization of 
terminals, use of containers and other efficiencies presently under way or shortls 
to be completed could, of course, not be applied retroactively. In other areas 
of operation rates for the future should give effect to dieselization, centralized 
traffic control, and other technological improvements. Another important factor 
which must be reflected in rates for the future is the elimination of the round 
trip provisions as they apply to storage mail. This should also bring about 
greater utilization of equipment by the railroads which in the past has been 
operated deadhead to obtain mail pay 

It is expected that under the new rate scale the cost of relatively short hauls 
by rail will be expensive to the Department. However, it is believed that ex 
pensive short railroad hauls can be supplanted with the use of truck service ob 
tained on a contract basis. Costs and the efficiency of railroad and truck sery 
ices will he fully investizated and the Host econon ical adopted by the De 
partment, 

It should be added that in April 1949 the Postmaster General requested legis 
lation to repeal the round-trip provisions. While this legislation did not mate 





riulize into law. the hearings before the Senate Post Office Committee aided the 
Department substantially in reaching an agreement with the railroads to elimi 
nate the round-trip provisions on storage mail in the new rate scale. Railronud 
post-office cars and apartments constitute equipment dedicated to the postal sery 
ice and cannot be used for other traffic. Therefore, they are authorized and paid 
for in both directions 


The new rate seale, when approved by the Commission, will replace the rate 


scale established 34 years ago under entirely different conditions. Hearings 
on rates that will become effective as of January 1, 1951, have now been cor 
cluded Briefs will be filed and oral arguments had before the Commission 


June of this year. Thus with the Commission’s decision, which is expected to 


be rendered in July of this vear, the Department for the first time will pa 
for transportation of mails as commercial shippers do with reference to their 
traffic. This will result in material benefits to the Department and service to 


postal patrons. 

Senator DIRKSEN. Those are to be eliminated entirely ¢ 

Mr. Burke. The return deadhead movement. 

Senator Dirksen. Secondly, a memorandum of agreement between 
the Post Office Department and the carriers as it affects standard 
equipment postal cars, and so forth. 

Mr. Burke. Yes: such an agreement exists. 

(The memorandum referred to is as follows:) 

(Joint Exhibit No. SO2 (A) ) 
BEFORE TI INTERSTATE COMMERCE COMMISSIO? 
ICC Docket No. 9200 
RAILWAY MAIL PAY 
STIPULATION AND AGREEMENT 
It is hereby stipulated and agreed by and between the Post Office Department 


and e applicant railroads in Docket No. 9200, Railway Mail Pay, through 


} +3 , : 
heir respective co sel. as follows: 


I 


The authorization of full railway post-office cars shall be for cars 60 feet in 


length, inside measurement. The authorization of apartment railway post-office 











ADJUSTMENT Ol 


cars Shall be for apartments 15 or 30 feet 


POSTAL 


RATES 76: 


‘asurement Full 


in length, inside me 


railway post-office cars and apartment railway post-office cars shall be authorized 


in both directions of a round-trip car run 


The authorization of storage cars shall be for cars 60 or 
The authorization of lesser 
or 30 linear feet of space 
The authorization of closed pouch units shall he 


inside measurement 


for 3, 6, 9, 12, 15, 18, 21, 24, 27 
grouping 
longer 


necessary 


II 


the 
iry 1 


The int orporation of 


tion on and atter Jant 1951, will be 


1. Elimination of ro d-t 

All 
sery ail 
for loaded move \ eh shall it 


p CoMpor 


proy respect to payment 


on 


isions Ww 
ce ound-t va all be 


movement 


oe j 
Railray post fmen 


The for 
he stated in cents pe le of vice a 


be predicated 


rates 


Nforage cars 


The compensation for service in stor 
separately stated with respect 
other hand, terminal servi 
Switching), a 
tes —] 


int 


haul 


intermediate 


Line haul re 


(ad) 


storage space shall be stated 
70-foot 


car Where il i 


ear shi: 


storage 
used, thre 
feet of spac 
pied the 
yreater le! 
applied 
more than 
in the Same mii 
Where a car of lesser 
ime-aul rate 
to the actual lengtl 
occupied shall be 
() lermina 
tvpes of termina 
(1) The ter 
be applied bot 


eomput j the} 


nddit 


bon 


der 60- or TO0-foot : 
to the origin railroad 
a joint terminal the pel 
neciately subsequent 
terminal, the per car ¢ 
diately prior line-haul 
‘he per car charge sha 
@ Charge fol 
7O-foot car i 
charge for 


ccupied b 


sper cal 


a TO0-foot cal 
ils. W 


and 


occupied ere 


engeth is sed, the 
if non 

it) Tee 
Same manne 
of less 


ge shall 


cChnare 


following principles in 
fair and re 


ation 


eliminated 
nclude proper compe 


applicab to the i vl i car “ME Shik 
| urement, of the car furnished and used 


ieasurement 
» stated in 


ition rai 


ay paid to 


7O feet in length, 
of storage space shall be 


without duplication or 


units 


discontinued as no 


the ra 


iSOT 


requireme 178 


for storage cat 


and 


and apartment 
ithorized, ane 


dire 


Lions 


ears and 


services, on 


oot 


storage 


oot cal be upplied 
ed in the first instance 


furnished and 
applied pro rata 


used, tl] 


ill be 


| ‘ 
es pai 


basis in the established mat 


the line-haul rate thers 


th a MWrele pe! 


ab anmou 


piece 


of origin un 
of the pel ar charge shall be made 
Where the car originates at 
the railroad performing the 


cars Moving point 


lroad 


joint 
tit 


ates at a 
the in 


tively 


H0-foot ent 


70 


.-e Spec 


urn! 


re than 


and 
feet 


so oecup ee) 








764 ADJUSTMENT OF POSTAL RATES 


to the actual length, inside measurement, of the car furnished and used. Space 
occupied shall be computed on the measurement basis in the established manner. 

(2) The terminal charge per piece shall be stated in an amount per sack or 
outside parcel. This charge shall be applied to all sacks and outside parcels 
loaded in lesser storage units at origin and to all sacks and outside parcels loaded 
in both lesser storage units and in storage cars at points between origin and 
destination of the car. The charge shall include compensation for both loading 
and unloading of the sacks and outside parcels to which it is applied. In apply- 
ing the charge each sack or outside parcel shall be counted as one piece of mail. 

The terminal charge per piece shall be paid to the railroad performing the 
loading or, in cases where the loading is performed at a joint terminal, to the 
railroad performing the immediately subsequent line-haul service. 


The total amount of the fair and reasonable Compensation which the applicant 
railroads are entitled to receive under the provisions of the Railway Mail Pay 
Act and other applicable provisions of law, for the transportation of United 
States mail and for performing the service connected therewith during the 
period February 19, 1947, to and including December 31, 1950, is the sum of 
$312,000,000 in addition to the amounts earned or to be earned pursuant to the 
(Commission prescribed rates in effect on February iS, 1947 

The sum of 3$3812,000,000 shall be distributed among the applicant railroads 
by allocating to each an amount equal to a percentage of the compensation earned 
or to be earned by it for the transportation of mail during each calendar year, or 
part thereof, of the above period at Commission-prescribed rates in effect on 
February 18, 1947. The above percentage shall be determined by dividing 
$312,000,000 by the total compensation earned by all applicant railroads at those 
rates for said period. 

The Post Office Department agrees to pay to each applicant railroad, when 
funds are appropriated, additional Compensation based upon an estimate of total 
compensation for the above period at the Commission rates in effect on February 
18, 147. If the actual total of railway mail Compensation varies from the esti 
mate, the percentage figure employed in making the distribution of additional 
compensation will be corrected and the Compensation of each railroad propor 
tionately adjusted so that the total additional compensation equals $312,000,000 








IV 


The parties hereby jointly request the Commission to enter an order (1) pro 
viding for incorporation into the rate structure for application on and after 
January 1, 1951, of the provisions described in part II hereof, including the 
elimination of the round-trip provisions for storage service, and (2) fixing and 
determining the compensation described in part IIT hereof as fair and reason 
able for the transportation of mail and the service connected therewith during 
the period February 19, 1947 to and including December 31, 1950. This agreement 
s conditioned upon the entry of such an order, effective on or before December 


1 p50 


Vv 

This stipulation and agreement is without prejudice to the rights of the parties 
in all matters not specifically covered herein It imposes no restrictions upon 
either of the parties in the presentation of evidence or argument concerning 


the measure of all rates and charges to be applied to services performed on and 
after January 1, 1951, or matters relating to the future rate structure not 
eally covered by this agreement 


specin 


VI 
This agreement is conditioned upon compliance by the Post Office Depart 
ment, on the one hand, and by applicant railroads, on the other, with all parts 
of the agreement, and the parties agree that they will take such action as may 
be necessary and appropriate to carry out its purpose and intent 
ARNE ('. WIPRUD, 
Lssociate Nolicitor, 
Morton LIrtTin 
Trial Atlorney 
(For the Postmaster General) 
GUERNSEY ORCUTT, 
Chairman, committee of counsel 


(For Applicant Railroads). 


WASHINGTON, LD. C., October 11, 1950 
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Senator Dirksen. And, third, a copy of the interim order by the 
Interstate Commerce Commission which approved this 25 percent 
rate ¢ 


Mr. Burke. Yes, sir. 
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baggage, express and mail traffic; included with this was a study to develop the 
weighted-average car lengths based on wheel reports maintained by the rail- 
roads; (2) A study of station labor expense; and (3) A study of switching 
services in connection with handling mail at railroad stations and passenger 
terminals. All of the studies will be considered in greater detail after further 
hearings herein to determine the rates and charges that should apply for the 
future. 

For the present, we are asked to consider and approve a stipulation and 
agreement entered into between the Department and the applicants, and filed 
of record at a hearing in which there were received in evidence testimony and 
essential data necessary to determine the matter. This stipulation is shown in 
Appendix A. Briefly, it provides for a settlement of the amount that may be 
found due the applicants as additional compensation for services performed in 
the period February 19, 1947 to and including December 31, 1950, and for the 
establishment of a new rate structure to govern payment for services performed 
onand after January 1, 1951, 

In the proposed rate structure all provisions with respect to payment for 
service in storage cars and lesser storage units on a round-trip basis will be 
eliminated: the rates will apply only for loaded movements and include com 
pensation for empty return movements. tates for railway post-office cars and 
railway post-office apartments in cars will be continued, however, upon a round- 
trip basis. 

Compensation for service in storage cars and lesser storage units will be 
separately stated for line-haul services and for terminal services, such as load 
ing and unloading, switching (except intermediate switching) and related sta 
tion services. Certain provisions governing authorization of storage-cars units 
are included. Two types of terminal charges are provided for: namely, a charge 
per car and a charge per piece of mail matter stated in an amount per sack 
or per parce! carried outside of sacks called an outside parcel. 

The terminal charge per car is proposed as an amount per car applied both 
at origin and destination to a car moving from the origin point under a 60 
or 7O-foot authorization. 

The terminal charge per piece is proposed for application to all sacks of mail 
ind ontside parcels loaded in storage units less than an entire car at origin 

nd to all sacks and outside parcels loaded in both lesser storage units and in 
torage cars at points between origin and destination of the ear. This charge 
will include compensation for both loading and unloading of the sacks and 
parcels to which it is applied. 

Authorizations for service in closed-pouch units are to be eliminated as no 
onger hecessary. 

The amount agreed upon as reasonable compensation for service in the stipu 
lated period is $312.000,000, in addition to amounts earned or to be earned at the 
rates in effect on February 18, 1947. Amounts paid or accrued in the period 
ism result of the 25-percent interim increase granted in 1947 are included in the 
settlement ficure We based our findings in the interim report, in part, upon a 
ost study submitted by the railroads and upon evidence by railroad operatin 
officials and other witnesses with respect to the substanial increases in operating 
expenses and taxes since 1925 when the last comprehensive studies of railroad 
mail operating costs were made. See Railway Mail Pay, 144 1. C. C. 675 decided 
July 10, 1928 

The evidence covered the period 1925 to 1946 inclusive. At the further hearing 
evidence was furnished for the years 1947, 1948, and 1949. Operating revenues 
from passenger, express, and mail services for the year 1940 and for the years 
1946 to 1949, inclusive, are shown in the following table expressed in thousands 
of dollars, and the total operating revenues including freight: similar figures 
are shown for the first eight months of 1950: 


Potal; all 


: services . 
Period including Passenger Express Mail 
i ‘ ing 
freight 
Yeor 194 $4. 206. 600 $417. 248 $55, 642 $101, ON 
Year 104 7. 627. 650 1. 259. 168 12, 762 128. 000 
Year 1947__. } & O84, 018 453, 322 115, 835 170, 1S 
Year 1948 9, 671, 721 434, 308 117. 631 199, ¥ 
Yeor 1949 &, 580, 142 | R60. 743 79, 524 20) 7 


1950 (first 8 month 5 R85, 664 | 530), 367 47 740 142 
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All of the revenue figures in the years 1946 to 1949, inclusive, reflect changes 
in rates and fares, mostly increases, as well as changes in volume of trattic. 
Total railroad operating revenues in 1949 increased 99.7 percent over 1940; 
the increase in freight revenue was 99.2 percent, passenger revenue 106 per- 
cent, express revenue 42.9 percent and mail revenue 120 percent. Express reve 
nue increase was the smallest due principally to diversion of a large volume of 
the traffic to parcel post. 

The substantial increase in mail revenue in 1949, as compared with 1940, 
resulted from an increase in volume of mail as well as in rates. The amount 
of mail handled by class I railroads is not shown, but the extent of the volume 
ncrease is indicated by the increase in ton-miles of non-local mail handled by 
all carriers, other than air carriers, within the United States. For the year 
ended June 30, 1940, the total was 1,821 million ton-miles and in the year ended 
June 50, 1949 it was 3,080 million, an increase of 129.3 percent. 

Total railroad operating expenses in 1949 increased 123 percent over those 
in 1940. That increase, which exceeded the percentage increase of 99.7 percent 
n total opera ne revenues, Was cnused not only by Increases n expenses ad 
to increases in volume of traffic handled, but by substantial increases in unit 
costs of fuel, materials and supplies, and in wage rates. For example, the 
average number of employees in 1940 was 1,026,956 and in 1949 it was 1,191,444, 
an increase of 16 percent otal compensation, however, increased from $1,064 


rate per hour increased in the same period from SO.742 to $1.441 or 94.2 percent. 


million to $4,419 million, an increase of 125 percent. The average straight time 


In June 1940 the price of coal was $1.88 per ton f. 0. b. mines, fuel oil $0.82 per 
barrel, diesel fuel $0.0433 per gallon and gasoline $0.784 per gallon. Correspond- 
ing prices in June 1)49 were $4.34, $1.34, 80.859 and $0.164. These prices further 
increased and in June 1950 were, coal $4.48 per ton, fuel oil $1.51 per barrel, 
diesel fuel $0.866 per gallon and gasoline $0.166 per gallon. Using prices in 
the period 1985-1989 as the base, or 100, the index price of fuel (coal and oil) 
was 98 in June 1940, 204.7 in July 1949 and 215.7 in July 1950. The index figures 
for materials and supplies, excluding fuel, was 101.8 in June 1940, 192.9 in July 
1949 and 200.8 in July 1950. Combined figures for all materials and supplies 


were 100.6 in June 1940, 197.4 in July 1849 and 206.5 in July 1950 

11925. In 1925 they totaled $358,516,046, in 1940 they were $396,594,744, up 

10.5 percent over 1925; and in 1 

percent over 25, and 110 percent over 1LO40, 
The results of increased 


Railroad taxes have shown substantial increases in 1940 and 1949 as compared 
vit] 


949 they were $832,558,165, an increase of 132.2 


a.m 


eventues less increased operating expenses and taxes, 











as reflected in net railway operating income, show that despite a 40-percent 
increase in total operating revenues in 1949 as Compared with 1925, such income 
n TH was SBSGASTOSO or S484,588S.961 less than the corresponding figure of 


$1,121,076,541 in 1925 a decrease of 38.7 percent. 


Comparing 1249 with 1940, total operating 


revenues in 1949 were about twice 


ose of 1940, but due to increased operating costs and taxes, the net railway 


perating income in 140 was only 0.65 percent, or 54,500,000, more 
Figures for the tirst $ onths of 1950 compared with the first S months of 
1949 show that there w ‘ increase in 1950 of 1.5 percent in total operating 
revenues, due principally to an increase of 3.1 percent in freight revenue. 
‘assenger revenue decreased 10.5 percent, mail O.S percent, express 5.2 percent, 
revenues from all other services decreased 4.8 percent In the same period, 
al operating expenses decreased 3.5 percent Railway tax accruals increased 
16.4 percent, due i urge part to an increase of 51.5 percent in Federal income 
‘S Equipment and joint faci ity rents, however, showed decreases As a 
esult of these changes, vet railway operating income increased in the first 8 


ionths of 1950 by 2S. percent as compared with the same period of 1949 
Reductions were made in operating expenses in the first S months of 1950 as 


a result of economies effected after the 40-hour week for nonoperating em- 
plovees was established on September 1, 1949. In the 12-month period ended 
August 51, 1950, for example, maintenance of way expenses were reduced 10 per 
cent and maintenance of equipment expenses were reduced 5.4 percent rhe 


carriers state that these reductions in maintenance costs were mostly of a 
temporary nature and cannot be expected to continue over an extended period 
Deginning in June 1950, maintenance of equipment expenses have increased 
each month and in August 1950 maintenance of way expenses increased over the 
corresponding month of 149. This upward trend is expected to continue 


The evidence shows that the over-all expenses since 1940 have increased sub 


stantially rom the cost studies it is clear that costs for transporting the 


& iil til 
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and for services connected therewith have also substantially increased. It has 
not been possible at this stage to make complete analyses of the procedures 
used by the parties and the many exhibits and statements submitted to show 
how costs have been distributed. Different approaches to the problem have been 
made by the railroads and by the Department so that it has not been feasible to 
do more than make broad grouping of expenses. Any comparisons are neces 
sarily on approximate bases only. 

The basic revenues at the old rates in effect February 18, 1947 for services 
in the period February 19, 1947, to December 31, 1950, are computed by the 
carriers to be $636.4 million and by the Department $645.6 million; these 
average $641 million. Applying the 25-percent interim increase to the latter 
amount provides an estimated total of $160 million as the amount earned, or to 
be earned, for the entire period from such increase. Deducting that from the 
S312 million settlement figure in the stipulation leaves $152 million as the 
approximate additional amount that will be paid by the Department. The pre 
cise amount will be finally determined after the present year's service is 
performed 

MAIL COSTS 

Both parties have included in their studies all the Class I mail-carrying roads 
in the United States. The Department has subdivided the roads into regional 
groups while the railroads made three computations, one for the Spokane Inte! 
national, one for the New England roads, and one for all other roads, excluding 
the Spokane International and the New England roads 

In the following table are shown the total basic revenues at the February 
1S, 1947, rates, and costs as computed by the parties, for the stipulated period : 


, R a 
Ite | 1 1 
udy \ 
Casts $1 ( a0 ( $1. 592. 021. 198 
Revenue 45, 639, 044 626, 486. 409 
> x 12 Sh) AS 4 7R4 


The revenue Ires are estimated for a portion of the vear 1950 and there 
about SO million between the two. From an estimate, how 
ever, of the basic revenues for the stated period based on the railroads’ annual 
and monthly reports to us, plus an estimate for a portion of 1950, it appears 
that such revenues come within 1 percent of the Department's figure 

In the following table are s 


by the parties and the stipulated compensation together with the percentage 
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were obtained from direct allocations, and from apportionments of Commo! 


expenses currently maintained by the railroads under the uniform system of 
cecounts prescribed by us Although some direct allocations of expense may) 
be made to the passenger, express and mail services, the greater part of the 


expenses are common to all and must be apportioned. To obtain the basi 
data, primarily upon a use basis, the comprehensive train-space study and the 
other studies previously referred to were made 

The tra 


n-space study covered all passenger trains operated in the United 
States thi ! 


iwhout the week of October 18 to 24, 1948 The purpose was to 





determine the percentage of train space properly assignable to mail includir 
a portion of unoccupied space operated in connection with, or necessarily opr 
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ated to supply, the space authorized for the loaded movements, and a portiot! 


of the empty space in return movements paid for under the present rates The 
allocations and apportionments were made on a cur-foot-mile basis using the 
outside lengths of Cars as agreed to by the parties. The percentages obtained 
ure the space ratios used to apportion a substantial part of the Common 
expenses 

Switching studies were conducted during the same week of Octobe 
12 selected terminals for the purpose of computing the relative swit 
minutes per car required to handle the mail trafhe 

Valuation studies were made at 14 selected stations 
puting the station maintenance eXpenses uss gnauble to mail ser ‘ 

The carriers made a study of station labor costs for the month of Octobe 
1948 at each station where mail was handled The Department ade 
it 190 stations, of the station labor charges to mail computed by the 
and, on the basis of these checks, made a reduction of 17 percent in such chi 

Costs for each of the four years 1947, 1948, 1949, and 1950 were separately co 
puted by the railroads using the space ratios and other factors found dur 
the test periods The costs for each eur were adj 1 f P » difference he 
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Department ti ipute tot mail costs for » test week from October 1S 
to 24, 1948, inclus In this study the Department started with the station hor 
costs from the special study for the month of October 1948 substantially as they 
were computed by the carriers. The total monthly figure was then reduced to 
one-week basis by dividing it by the ratio of the $1 d tl 
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Total passenger-train expenses used by the Department and by the railroads 
for the year 1948 have been compared with our published figures compiled from 
the railroads’ annual reports and found to be within about 3 percent thereof. 
Total passenger-train expenses used by the railroads for the years 1947 and 
1949 have been compared with the annual report figures and found to be sub- 
stantially in agreement therewith. The latter comparison could not be made in 
connection with the Department's figures because the Department did not appor- 
tion the expenses for each year separately between mail and other passenger- 
train services. 

DISCUSSION AND FINDINGS 


A very large part of the passenger-train service expenses is apportioned in 
both studies on the basis of the car-foot-mile ratios Which indicate the percent of 
space assignable to mail and the other services in line-haul operations. For 
railroads other than the Spokane International and those in New England during 
the test week, the railroads’ computations indicated that 14.45 percent of all 
passenger-train space was chargeable to mail traffic. For the entire year 1948, 
this was reduced to 12.68 percent. For the vear 1947, the corresponding ratio 
was 11.04 percent, and for the year 1949, it was 15.10 percent. Figures for the 
year 1950 are not available. 

On the New England railroads, the total passenger-train space is about 4 per 
eent of the total for the United States as a whole and is omitted from the percents 
stated. On the Spokane International, the space is negligible. 

As computed by the Department, the percent of space assigned to the mail in 
the test week was substantially the same as that computed by the railroads. 
lor the stipulated period, the space assignable to mail as developed by the rail 
roads averaged about 13 percent. A Comparable figure cannot be developed 
from the Department's figures due to the different procedures employed. In the 
cost exhibits submitted by the railroads in the initial hearings in 1947 in this 
proceeding, the space ratio estimated for the mail for the year 1946 was only 
7.387 percent. Mail space ratios developed in the original hearings in 1917 and 
in the reexamination in 1925 were 8.29 percent and 8.23 percent, respectively. 
The substantial increase in the mail space ratio shown in the present proceeding 
is accounted for not only by the fact that the volume of mail handled by the 
railroads has substantially increased, but by the fact that the number of pas- 
sengers carried has substantially decreased. 

Based on expenses as reported by the carriers in their annual reports to us 
and an estimate of 1950 expenses, it appears that the amount charged to mail 
by the railroads for the stipulated period is about 15 percent of total passenger 
train expenses for the period. The comparable figure computed by the Depart 
ment is about 15 percent. In computing these percents, return on investment, 
Federal income taxes and nonrevenue freight charges were excluded. In other 
words, they were based only on operating expenses, rents, and taxes excluding 
Federal income taxes 

There is a very large difference in the amount of return on investment com 
puted by the Department and the railroads. The total costs computed by both 
for the stipulated period include a 6-percent return on depreciated book in 
vestment. In computing the investment, the railroads took accrued depreciation 
as shown on their books, but the Department recomputed accrued Cepreciation 
on the basis of engineering studies upon the ground that the accrued depreciation 
on the railroads’ books do not reflect all depreciation accrued. There is a wide 
variation between the parties in the amounts of return on investment assigned 
to passenger-train service as a whole, and in the portions thereof assigned to 
mail. Time has not permitted a detailed analysis of the procedures used by 
the parties and the reasons for the differences. The railroads apparently have 
included almost $250 million as the mail portion of return on investment and 
the Department has charged mail traffic with oniv about SSO million for returt 

Mail is assigned by the railroads a computed Federal income tax which the 

lroads would have to pay if their mail revenues produced a profit on mail traf 
fic equal to a rate of return of 6 percent on investment assigned to mail service 
This income tax apparently amounts to about $100 million for the stipulated 
period. It will be noted that the difference in treatment of return on investment 
plus income tax thereon alone accounts for roughly $270 million of the difference 
of about $500 million in the total mail costs for the period as computed by the 
parties, 

Expenses of the railroads for amortization of defense facilities were excluded 
by the Department on the theory that such charges were not applicable to the 
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The questions immediately before us are, what compensation is reasonable 
for services since February 19, 1947, to and including the short remaining period 
of the present year, and what changes should be made in the methods of pre- 
scribing rates for future service. With respect to these questions, the parties 
submitted in evidence at the public hearings 66 exhibits consisting of elaborate 
cost studies and detailed analyses of the very large amount of data gathered 
over a period of about three years, together with testimony by qualified and 
expert Witnesses for the Department and the applicants with respect to mail 
operations and costs incurred by the railroads. The hearings have been com 
pleted and both the Post Office Department and the railroads were given ever) 
opportunity to present evidence and have stated into the record that they did 
not desire to offer any further evidence as to compensation or rates for services 
to January 1951 

We are in no way bound to prescribe the amount stipulated in the agreement 
aus reasonable, regardless of whether that amount constitutes a Compromise 
between the parties or not Nor are we bound to put off a decision until evi 
dence is submitted as to what level of rates should be prescribed for the future 
There is no statutory rule, or rule of law, that prohibits us from considering upon 
comprehensive and detailed evidence the reasonableness of Compensation for 
services performed on and after a petition for reexamination is filed, separately 
from a consideration of what should be the rates of pay to apply for the future 
Indeed, common sense dictates that the two matters should be considered sepa 


rately, as a matter of course, When it is possible to do so as it is here, All of 


t 
} 


he facts as to past services with detailed cost data have been submitted 
Neither the Department nor the applicant railroads desire to present additional 
evidence with respect to it. In that matter, therefore, the full hearing contem 
plated by the statute has been hel We can see no ground to justify postponing 
a decision until the parties submit evidence with respect to rates for the future. 

As stated in the report of the majority, the lump-sum payment that will be 
made is not $312 million but approximately $152 million, and that amount will 





cover service over a period of about 47 months The remainder of the stipu 
lated amount has already been paid or will accrue under our order issued in 
December 1947, after public hearings, as set out in detail in our prior report 
With respect to the authority of the Postmaster General to make special 
ndividual contracts with railroads for transportation of the mail when condi 
ous warrant application of rates higher than those specified in the Railway 


Ma Pay Act, it need only be observed that the authority has never been con 


sidered as applying to agreements for higher rates for the railroads as a whole 
Such uthoritv has been used only when the special circumstances and eondi 





a railroad’s operation were deemed to justify special rates It has 


yapplication in this general rate proceeding instituted by our order upon appli 





ation for reexamination 


LEE, Commissioner, dissenting 
The Act of July 2S, 1916. under which the railroads have filed application 
for reexamination of the rates heretofore prescribed by us for transportation 


f the mails. provides that we shall assign such an application for hearing and 





hat t the « ‘ sion of iring we shall establish by order the fair and 
reasonable rates or compensation to be received by the railroads It plainly 
ontemplites that we shall fix such rates or compensation on a weight or space 
rv oother service-unit basis It does not confer jurisdiction on us to appreve 
compromise vreements with respect to the total amount which shall be paid 





by the Postmaster General to the railroads for past and future services In my 
opinion, we are Without power to prescribe a lump-sum amount of $312,000,000 
conditionally agreed upon by the railroad applicants and the Postmaster General 


as the fair and reasonable compensation (in addition to the amounts earned or 





to be earned by the railroads ai the service-unit rates heretofore pre scribed by 
is) to be received by the railroads for past and future service in transporting 
the mails from the date of the filing of the application for reexamination until 
the end of this year Lam not persuaded that prior to the conelusion of the 
hearing o1 he application for reexamination the Commission should modify, 


r in any respect change, the rates heretofore prescribed, or bind itself with 
respect to the manner in which rates or compensation for the future shall be 


stated 


The Act authorizes the Postmaster General to make special contracts with 
the railroads for the transportation of the mails where, in his judgment, the 
mditions warrant the application of higher rates than those prescribed by us, 


but we have no jurisdiction over such agreement 
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PPENDIX 


It is hereby stipulated and agreed by ai tl , ce Departmet 
and the applicant railroads in Docket ) ailwi i ay, ti ugh 


t 


their respec e counsel, as follows 
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a 70 foot car is authorized and a car of greater length is furnished and used, the 
per-car charge for a 70 foot car shall be applied if no more than 70 feet of space 
is actually occupied by the mails. If more than 70 feet is so occupied the per 
ear charge for a 70 foot car shall be applied pro rata to the space actually oc- 
cupied by the mails. Where a 60 foot car is authorized and a car of greater 
length is furnished and used, the per car charge for a 60 foot car shall be applied 
if no more than 60 feet of space is actually occupied by the mails. If more than 
6U feet is so occupied the per-car charge for a 70 foot car shall be applied in the 
same manner as if a 70 foot car had been authorized in the first instance. Where 
a car of lesser length than that authorized is furnished and used, the per car 
charge shall be that applicable to the length of car authorized applied pro rata 
to the actual length, inside measurement, of the car furnished and used. Space 
occupied shall be computed on the measurement basis in the established manner. 

(2) The terminal charge per piece shall be stated in an amount per sack or 
outside parcel. This charge shall be applied to all sacks and outside parcels 
loaded in lesser storage units at origin and to all sacks and outside parcels 
loaded in both lesser storage units and in storage cars at points between origin 
and destination of the car. The charge shall include compensation for both 
loading and unloading of the sacks and outside parcels to which it is applied. 
In applying the charge each sack or outside parcel shall be counted as one piece 
of mail. 

The terminal charge per piece shall be paid to the railroad performing the 
loading or, in cases where the loading is performed at a joint terminal, to the 
railroad performing the immediately subsequent line-haul service. 


Ii! 


The total amount of the fair and reasonable compensation which the applicant 
railroads are entitled to receive under the provisions of the Railway Mail Pay 
Act and other applicable provisions of law, for the transportation of United 
States mail and for performing the service connected therewith during the 
period February 19, 1947, to and including December 31, 1950, is the sum of 
$312,000,000 in addition to the amounts earned or to be earned pursuant to 
the Commission-prescribed rates in effect on February 18, 1947. 

The sum of $312,000,000 shall be distributed among the applicant railroads 
by allocating to each an amount equal to a percentage of the compensation 
earned or to be earned by it for the transportation of mail during each calendar 
year, or part thereof, of the above period at Commission-prescribed rates in 
effect on February 18, 1947. The above percentage shall be determined by 
dividing $312,000,000 by the total compensation earned by all applicant rail 
roads at those rates for said period. 

The Post Office Department agrees to pay to each applicant railroad, when 
funds are appropriated, additional compensation based upon an estimate of 
total compensation for the above period at the Commission rates in effect on 
February 18, 147. If the actual total of railway mail compensation varies 
from the estimate, the percentage figure employed in making the distribution 
of additional compensation will be corrected and the compensation of each 
ailroad proportionately adjusted so that the total additional compensation 
equals $312,000,000, 


IV 


The parties hereby jointly request the Commission to enter an order (1) 
providing for incorporation into the rate strueture for application on and 
after January 1, 1951, of the provisions described in part Il hereof, inelnding 
the elimination of the round-trip provisions for storage service, and (2) fixing 
and determining the compensation described in part IIT hereof as fair and rea 
sonable for the transportation of mail and the service connected therewith during 
the period February 19, 1947, to and including December 31, 1950.) This agree 
ment is conditioned upon the entry of such an order, effective on or before 
December 31, 1950 

Vv 


This stipulation and agreement is without prejudice to the rights of the 
parties in all matters not specifically covered herein. It imposes no restric 
tions upon either of the parties in the presentation of evidence or argument 
concerning the measure of all rates and charges to be applied to services 
performed on and after January 1, 1951, or matters relating to the future rate 
structure not specifically covered by this agreement. 
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VI 


This agreement is conditioned upon complian 
ment, on the one hand, and by applicant railroads 
of the agreement, and the parties agree that 1 


and upp riate to carry 


(ORDER 


ITE COMMERCE COMMISSION 


e fth day of Decembe i fp 


(No, 9200) 
RAILWAY MaArm Pay 
It appearing, That by order entered in the above-entitled proceeding on 
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AMENDMENT TO ORDER 


At a general session of the INTERSTATE COMMERCE COMMISSION held at 
its office in Washington, D. C., on the 11th day of December, A. D. 1950. 


(No, 9200) 


RAILWAY MaIL Pay 


It appearing, That the Commission by report and order entered in this pro 
ceeding December 4, 1950, established, as fair and reasonable, the compensation 
for transportation of mail, and services connected therewith, by applicant rail 
way common earriers for the period February 19, 1947, to and including 
December 31, 1950, and left for further consideration the matter of the establish 
ment of rates for service on and after January 1, 1951, after further hearing 

It further appearing, That the amendment herein made to said order is with 
the approval of both parties or counsel representing both parties: and good 
cause appearing 

It is ordered, That the said order of December 4, 1950, be. and it is hereby, 
amended by adding after the paragraph numbered (2) in the first ordering 
paragraph the following 

It is furthe r ordered, 

3). That the applicant railway common carriers and the Postmaster 


‘Genera 
be, and they are hereby, directed, respectively, to prepare and present at the 
further hearing in this proceeding evidence upon a rate structure in accord 
ince with the principles found in said report to be fair and reasonable, includ 
Pavilier t for service in Storuge cars und lesser storuve units on a one Waly 

lad it is further ordered, That a copy of this order be served upon the Vost 
master General and the applicant railway common carriers 


By the Commission 


[SEAL] W. P. BarTerL, Secretary. 
INTERSTA COM MERCI COMMISSION 
WASHINGTON, DECEMBER oa m0 
(No. 9200) 
RAILway Mair Pay 
\ te ti Part N 
‘ st supplemental report of the Commission on further hearing in tl! 
ihove-entitled proceeding, released Friday, December 8, 1950, erroneously failed 
ne le a notation that Commissioner Knudson did not participate in 
the disposition of the proceeding. The following statement should appear at 
he end of shee Miof the report 
C% ISSI KK Ss did 1 participate n the disposition of th 
} « = 


W. PP. Barrer, Secretary 


Senator DmrKsEN. Plus the agvregate amount that has been paid 1 
the last fiscal vear and how much the 25-percent rate will add to that 
mount for the transportation / 

Mr. Bx RKE, 7 nl mean the ¢ ntire interim rate ¢ 

Senator Dirksen. Yes. 

Mr. Burke. It runs something like $40,000,000 a vear. 

Senator Dirksen. And, fourth, the agreement. that is. extension of 
h agreement entered between the Postmaster General for the Depart 


ment and the Interstate Commerce Commission with respect to charges 


that were in controvel V,as | understand, On which there was a hump 
sum agreement: is that correct 
Mr. Burke. Yes. 


Senator Dirksen. What was the agoregate of the amount involved 
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Mr. Br RKE, I wonder if it would not be agreeable to the Senator, 
instead of filing such original copies of documents as he wants, to 
have a statement prepared by Mr. Wiprud which will give a complete 
history of this whole transaction. 

Senator Dirksen. That will be quite all right. 

Mr. Burke. It will be a complete history. I can only state t] 
epproximately the total amount involved in the railroad’s claim for 


back pay, beginning with February 1947, running to December 31, 
1 ] 


1950. would I) ive heen about SSO OOO Ht) bare k pay for 1 he period, The 
] 1 


) 


compromise was based on a $320,000,000 payment or, rather $312, 


000,000. That was a compromise figure, of which $160,000,000 had 
ilready been paid to the railroads under this 25-percent interim rate, 
so that the balance due the railroads for that per od from February 
1947 to December 31. 1950, is the ditference between the 8312.000.000 
compromise and the 8160000000 that had already been paid. o1 
$152,000,000. Anda upple mental appropriation fon that 152.0 1 O00 
ha passed the House, and it is now pending bye fore the 
Hrd suppleme tal b I]. 


senator DimKsEN. | e Postmastet (veneral has at mit ton vl 
ese agreements 4 
Mr. Burke. An agreement of that kind requires ratification of the 


Interstate Commerce Commission: in other words, the rate-fixing 
body had to determine that And nught IT explain the reason for the 
tipulated agreement / It was certainly n the interests of the Post 
Office Department. And aside from a st pulatec agreement. t he 


Interstate Commerce Cor sion had handed dow a mail-pav rate 


retroactive to February 1947, the accounting complications would have 


termine, bev h bill that the ratlroads had settled Wit! 


Department of necessity woul ave been reopenes 
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You inderstanad ( LGO.QOO, rH) aiready bee} pial 
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Mer. Burke. When the order of the lr Ommerce Comn 
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estimates Tor the Depa tment To cal Lvod ¢ 
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Mr. Burke. No, it does not, sir, no part of this new rate. 

Senator Dirksen. One other question in that respect. Here is a 
proposal to increase rates by 95 percent. 

Mr. Burke. That is the total of the petitions that have been pre- 
sented to the Commission. 

Senator Dirksen. That is right. That matter is presently pending 
before the Commission, so that if it should be approved in its entirety 
as requested by the carriers, we would be within 5 percent of paying 
the same amount as if cars were deadheaded back ¢ 

Mr. Burke. Obviously so. 

Senator Dirksen. What kind of representations were made to the 
LCC by the Post Office Department ¢ 

Mr. Burke. The Post Office Department fought this case vigorously 
before the Commission. It compiled and appointed a special stafl— 
had a special appropriation from Congress to employ experts, and 
Mr. Wiprud was appointed Associate Solicitor for the Department 
especially to handle this case. He is an attorney with wide experi- 
ence In transportation matters. 

The facts of the Department’s case have been presented very 
vigorously to the Interstate Commerce Commission. A number of 
oral hearings and briefs have been had, and the case has been fully 
presented to the Commission. The Department has resisted the 95 
percent increase vigorously. 

Senator Dirksen. Have the arguments been concluded ¢ 

Mr. Burke. Final arguments will be had shortly and I am quite 
sure that the remaining action, the final order of the Commission, will 
be handed down at early date. 

Senator Dirksen. Has anybody from any of the appropriate com- 
mittees of the Congress sat in as friends of the court in this pro- 
‘ eeding or not ¢ 

Mr. Burke. Not to my knowledge, sir. 

Senator Dirksen. Either the elected Members of the House or the 
Senate or staff members or members who might have been designated 
by the Appropriations Committees or the Committee on Interstate 
and Foreign Commerce / 

Mr. Burke. You mean the hearings before the Commission ? 

Senator Dirksen. That is right. 

Mr. Burke. I am quite sure they have not, although 1 do not know. 

Do you know, Mr. Wentzel, were any representatives of the Appro 
priations Committee of either House of Congress present as observers 
at the Interstate Commerce Commission hearings ¢ 

Mr. Wenrze.. Not to my knowledge. 

Mr. Burke. Do you know ¢ 

Mr. Wausu. I doubt it. 

Mr. Burke. I do not think they were. 

Senator Dirksen. Now we vo back, Mr. Doran, for the threads of 
our story. What comments have you to make on air mail subsidies, 
if any? 

Mr. Doran. [If it is justified it does not belong in the posta] service. 
I think the question of whether a subsidy is justified is one that right 
fully belongs in the Congress. The postal people should not have any 
thing to say about it. But it should not be made a part of the postal 
charges or the postal appropriation. And once we get to the point 








ves 
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where we acknowledge all of these subsidies, including the one that 
is going to be necessary to operate the 39,000 offices, then you have a 
pretty clear vision of what the deficit is. 

Senator Dirksen. Well, now, just limit your response at the moment 
to the question of air mail subsidies, and then we can cone lude that 
and then I want to get to the question of the other offices. 

Mr. Doran. Well, I do not believe, as I have stated, that the 
Office Department shoul ce saddled with any subsidy without it be 
recognized as such and an ap propriation being made direct by the 
Congress for that shins 1 can find no justification for paying 
subsidy to the airlines inasmuch as they have been in 1 Operation tor 
many years and are probably Ih a position to render as good service a 
is needed at the moment. I would not question the wisdom of an 
appropriation to subsidize them for some future development or the 
possible benefit of aviation as a Whole, but that Ss hot the postal 
problem. 

I think a fair rate should be paid for the transportation of mail by 
air and if the ( ‘ON@ress wishes to vive the airlines anything in addi 
tion, they should do so, but label it as such. 

Mr. Burke. May I say in that connection, the Postmaster General] 
has recommended that. There is a bill pending before the Senate, 
particularly, that is being considered by the Committee on Interstate 
Commerce, to find ways to separate the subsidy from the reasonable 
rate for carrying the mails. And the P ostmaster General has enthus! 
astically supported it and we hope it will be ae ompl hed 

Senator Dirksen. | should summarize at this point, i: Bur 
this whole line of inquiry simply seeks to establish for myenit 
tainly, and for such other members of the committee as need clariti 
tion, two or three very simple things. 

No. 1, the Congress is confronted with an estimated expenditure 

the Post Office Department for the fiseal 1952 which involves a 
cvreat variet\ ot things, meld he some subsidic . In order to meet 
| 


that amount of money we ive to establish some kind ot poli Vil cl 


r rates, if we are going to make the Department self-supporting, 


tO speak, and develop a balanced budget. I do beheve that we 


ny 
hat 
to get this on a sound philosophical basis, otherwise we will 
hrough this headache veal after vear, as Vou so We know, 
I wonder at this point in the record whether you could supply, 
hev are divided, the subsidie L to all airlines in the country ‘ 
Mr. Burke. I can give you 
Senator cee x. I think it wou ‘well if they we 
would rather not have an est Late \ tld rather have flow) 
fthev area tlable 
Mr. 31 RKE. ue hey are not available. The thie Department 
has no way of knowing what the air subsidy | you know, under 
the Civil Aeronauties Authority and the Civi rronauties Board. 
hev certificate airlines for one of three purpose 1 con atl 
”. public convenience and necessity, national defense, and 
carrving of the mails. Having issued the certificate, Congress 
nas provided no way to conipensate the airline exce by mail pay, 


reat <<. to provide funds over and above their revenue from. pa 


senger and express service. Nobody knows what the subsidv is 


he total payments to the airlines in fiseal 


{ 


IYO 64 edt) 
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Mr. Watsu. About that. 

Mr. Burke. It is estimated, because we are required to make an 
estimate, and that is purely an estimate, because we have no: facts, 
we have no facilities of determining what the fair and reasonable rate 
for carrying the mail is, but the Department estimates not more than 
$50,000,000 is air mail subsidy. 

Senator Dirksen. To what extent is the breakdown carried on the 
books of the CAA? 

Mr. Burke. The CAA, 1 understand, or the CAB requires ( ‘complete 
financial statements from the airline operators, and they examine 
into them for rate-making purposes, 

Senator Dirksen. Well. now, X airline moves from Washington 
to Mexico City every day. ‘They know how many pounds of mail goes, 
do they not 4 

Mr. Burke. That is right. 

Senator Dirksen. They know also what the Inileage is and what 
It gets per mile / 

Mr. Burke. That is right. 

Senator Dirksen. It should not be too difficult to get a pretty good 
estimate, at least, as to what the exact cost of carrying that mail from 
Washington to Mexico City would be and deducting the amount from 
the payin nt that is made for the trip, so that whatever is over the 
and above the cost of transportation would be the subsidy 4 

Mr. Burke. They have a lot of expenses involved, as you know, 
Senator, in the operation of an airline. | have no knowledge of what 
use the CAB makes of operating reports. Certainly, they must have 
information such as you have just described. A bill has been pend 
ne before the Senate for several years, and they are making an 
earnest effort to pinpoint that subsidy and pull it out from the fai 
and reasonable rate for carrying the mails. 

Senator Dirksen. Let us see if at this point this kind of a residual 
conclusion will stand up: There is in the budget which the Congress 

onsidering now, and against which we are considering imereases 
mail rates, in your judgment, about $50,000,000 in air mail sub 
sidies / 
Mr. Burke. That is our best estimate. 
Senator Dirksen. You think that will stand up as a figure reason 


ably well ¢ 

Mr. Bt RKE. We are satisfied in the Department it will not be more 
than that. 

Senator Dirksen. What endeavors has the Postmaster Genera! 
made besides a recommendation to correct the Situation ana to se 


quester and to set apart in the annual budget those amounts that 
would be directed to air mail subsidies, so that it can be dealt with 


according |y ¢ 

Mr. Burke. He makes a port to the ey of the Treasury 
and that is a part of the so-called accept ible deficit of S16)0.000,000, 
That is done each vear. The Postmaster General Snee that and 
thakes a report to the secretary of the ‘Treas ury, We recently fin 
hed a memorandum of it to the House Committee on Ap propr iit 
tions. 

Senator Dirksen. That report is then available for this record / 

Mr. Burke. If it is not. we will supp ny it. 

Senator Dirksen. Can it be supphed : lis point in the record 4 


Mr. Burke. Yes. it can. 


his 
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(‘The memorandum referred to above is as follows:) 
MARCH 28, 1951 
Hon. J. VAUGHAN GARY, 
House of Representatives, 
DEAR CONGRESSMAN GARY In response to the telephonic request 
from a member of your staff for information with respect to the 


received 
details making 
Ip the annual charge of approximately $160,000,000) for nonpostal iter 
formed by the postal service and which must be taken into consideratior 

puting the normal deticit of the postal service, the f 


furnished 


OLloOW TOE hntorm 


estimated amount of postage w 
nuitter mailed during the \y 
’ 


in those o 


(MM) CD 


DO OOO) 
(HM, OM) 


HOM. CMM) 


wed. CMD 


Subsidies to operators of domest 


that amount of ubsials tt wd yO. OOO OOO 


Total i 14>, OHM) 


ator Dirksen. In order to deal realistically wit! 


ld vou sav this committee could take 


Ih Loto, how mich Wow 


the estimate of 195% 1n the form of mail ~ ibsidies tO arrive 

cure at which we ought to shoot 

Mr. Burke. Do you mean | y much you should take from 
ash deficit / 

Senator Dirksen. Ye 

Mr. Burke. Represented 

Senator Dirksen. 1] 

Mr. BurkKrE. 8160, 

Senator DirksEN 

Mr. BURKE. 

Senator Burier. Are re ther ite of co uch as rent for 
(sovernment-owned build rs you ado not ge against vou 
rate-making Tactar / 

Mr. Burke. That is right. 

Senator Burter. In order to do it right, do vou not have to do that, 
oe 

Mr. Burke. Neither do we charge ourselves with rent for the Gov 
ernment buildings that we occupy. It 1s of those compet 
temsthat may hot compel sate, 

Senator Burter. It may not compensate. 

Mr. BurKeE. Yes, We do not construct Federal 
revenues, 

Senator Burier. You do not have real exact figures. 

Mr. Burke. No: not exactly: but we have the allocation 
pel diture S 1 the Da tal service applied to the revenues anc the volume 
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of the various classes of mail, but we do apply the rents that we 
pay to lessors for privately owned buildings. 

Senator Burier. Sure. 

Mr. Burke. That is, in the cost ascertainment. 

Senator Burier. But you do not pay the Government any rent for 
the buildings that vou occupy ? 

Mr. Burke. Not at all. Neither do we pay the expense of the con- 
struction of the Federal buildings out of the postal revenues. 

Senator Buriter. And the repairs to the buildings. 

Mr. Burke. There are a lot of repair and maintenance expenses 
that are carried in our budget of all of the buildings that we occupy. 

Mr. Doran. Many of those buildings are occupied by other oflices, 
are they not / 

Mr. Burke. Yes, that isright. 

Mr. Doran. You have to pay foy them. 

Mr. Burke. We turned over ninety-odd to the General Services 
Administration. 

Senator Dirksen. Correct me if I am wrong, but, drawing on 
memory, your estimated deficit for 1952 is about $554,000,000 7 

Mr. Burke. That sounds about right. Is that ri@ht ? 

Senator Dirksen. Is that right, Mr. Walsh ? 

Mr. Watsu. Yes. 

Senator Dirksen. Then for the purposes of rate making we can 
deduct $160.000,000 from 8554,000,000 in order to get a realistic figure ’ 

Mr. Burke. That is right. 

Senator Dirksen. Now. for Doran. we have one more item in mind 
and that is this indirect hidden subsidy whereby 2.000-plus offices 
somehow are subsidizing 39.000 offices that do not carry their own 
freight, soto speak. What comment have you to make on that ? 

Mr. Doran. The service rendered by those small offices is absolute ly 
necessary. You might discontinue some of them, and the Depart 
ment does from time to time discontinue some of the smaller ones, but 
he people have to get mail, whether it is through the rural service or 
the operation of a post office. I do not believe the time will ever come 
when the Congress would even seriously consider hiking the rates 
sufficient to make those offices self-sustaining. I do not believe they 
should be required, because they perform the service and an absolute 
necessity for the people of those communities. 

I believe tha at Congress should recognize, first, that the Department 
should recognize there is going to be annual deficit and some effort 
should he sail to ascertain what the Cosi ot transportation toward 
supplying those 39.000 offices with mail and taking mail from them 
will amount to, and add that to the deficit. which they can readily 
asce Trtaim. That is cong to be a _ de ficit. 

If you raise the postal-service rates by 20 percent you still would 
not get sufficient money to even pay the cost of aia se services without 
those offices. without the rural service. 

It is just o_ the weather. You have it and you have to do some 
thing with it. And instead of trying to jack up the rates piecemeal, 
it is my aces that an appropriation should be made ye: arly in the 
form of a subsidy to cover the deficit that 1s going to occur in those 
offices. If the deficit is less than the subsidy granted then, of course, 
that money can revert to the general fund. 
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Senator Dirksen. What you mean, then, in this, that a cost study 
should ‘be initiated in the case of those third- and fourth-class 
offices 

Mr. Doran. And second. 

Senator DimKSEN. And second class to ascerta n the difference 
between the cost. of operation of those offices 

Mr. Doran. And their receipts 

Senator Dirksen. And their receipts 

Mr. Doran. Yes. 

Senator Dirksen. And to set up a separate appropriation a 
in the appropriation bill and simply label it “Subs dy” for the opera 
tion of offices that do not pay their way. 

Mr. Doran. Second, third, and fourth class. 

Senator Dirksen. Have you in mind any figure—it we 


approximation of course as to how much that would amiou 

Mr. Doran. Two hundred million dollars a year. 

Senator Dirksen. Two hundred million dollars 

Mr. Doran. Yes. 

Senator Dirksen. Mr. Burke, do you think t 

Mr. Burke. I have the exact figures on it. 

Senator Dirksen. You have the exact figures ¢ 

Mr. Burke. May I say to the committee that the Post Office De 
partment does not agree at all with Mr. Doran’s concept of the opera 
tion of the 39,000 small offices. Those offices are just as much a part of 
the United States postal svstem as the post office at New York and th 
post office at Chicago. Without Timbuktu and all of the small offi 
in the sein there would be no New York and Chicago in the post: i| 
service. 

The oreat volume of mail that is pumped into our posti al pipe line 
at the 328 largest cities is delivered at these remain ing post oflices. 
In other words, New York and Chicago and Washington and Phila 
delphia and Boston could not in any conceivable way amass the mil- 
lions of dollars in postal receipts but for the fact that they take in at 
that pom mail addressed to offices in every one of the States re pre 
sented by you gentlemen here, so that 1t 1s all a part of an integrated 
pattern. Any theory that you can operate the postal system which is 
b communication and transportation system and segregate costs to 

ts In considering size is erroneous, JUST as erroneous, 1t seems to u 
as to say that the New York Central Railroad, which operates a very 
railroad from New York City to Chicago, could accumulate the 

sales in the Grand Central Station at New York and in the sta- 
ons at Cleveland, Toledo, and Chicago, and deduct from those reve- 
nues the cost of the mainta ning of those pa rticular stations and ’ 

» balance is a profit and completely ignore the right-of-way extend 
ng the 900 miles from New York to Chicago and all of the mainte- 
nanee costs that vo with it. 

We definitely do not agree W ith any such concept of the postal service 

all. 

senator DirKst x do not belie ve that is Mr. Dor; an’ S concept. 

Mr. Burke. It is so stated in his article and stated here. 

Senator Dirkst nN. 1 think he appreciates that they are 1n itegrated 
in the postal system, just like the offices in Chicago and New York and 
Buffalo, but I think his thesis is that these are operated on a pe rpet 
ually losing basis and, therefore, in the rate-making structure to take 
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account of it and set them up separately. There is not anything that 
we can do about it except to them ona loss basis and let us do it realis- 
tically. Is that correct ? 

Mr. Doran. That is correct. 

Mr. Burke. They deliver the mail on which the revenue is collected 
in the big cities. 

Mr. Doran. You are going to get into the most involved mathemat- 
ical computations in the world if you follow that theory, because in 
each of the offices you have to separate the amount of money repre- 
sented by the mail that is going elsewhere, and then take an account 
of the amount of money that is represented by the mail coming in, 
and you would get a cost ascerti iinment that nobody in the world could 
ever understand. 

Mr. Burke. We have never attempted to do it. We do not agree 
that it is necessary. It does not—— 

Mr. Doran. When you argue there is no justification for separating 
these, we are not separating them from the postal service—you have 
a separation on the cost of your tr: Insport: ition, you have a se pare cpa 
on the cost of your clerk hire, your city delivery service, and all « 
the other items—this is just simply an item, and an item that ‘ea 
borne a deficit from the beginning of time and which, I believe, it will 
continue to produce a deficit, and if it is recognized as such then you 
can get down to the place where you actually need the money for 
increased rates in the various classes of mail, if you do need it. — 

Senator Pastore. I may be dense on this whole subject, but I go 
along with what Mr. Burke has said. You say the receipts that come 
from the second-, third-, and fourth-class post offices—supposing the 
mail originates in the first-clas post office, how do you separate one 
from the other ?¢ 

Mr. Burke. We do not attempt to do it. 

Senator Pasrorer. How could you do it? How could vou say that 
everything you collect from a second-, third-, or fourth-class post of 
hice isa receipt ¢ 

Mr. Doran. It is on that that you base the law which governs the 
salaries of the postmaster. The Congress has passed such a law. 

Senator Dirksen. And the classification. 

Mr. Doran. And the classification of the offices. 

Mr. Burke. That is true. 

Senator Pasrore. How do you separate one from the other when it 
is all part of the same pattern ¢ 

Mr. Doran. You separate, because each office has a report of its 
own receipts. 

Mr. Burke. May I call attention to this. Mr. Doran applies an 
arbitrary figure of $50,000,000 a year of transportation to the opera 
tion of the second-. third-, and fourth-class offices, but he does not 
apply any transportation costs to the operation of the first-class 
offices in determining that they pay a profit. Let me give you the 
higures on that, the actual fieures. If tr anspor ition is to be applied 
in one case, [ think we would agree that it should be applied in the 
other. 

Senator Pasrorr. That is right. 

Mr. Burr. In the calendar year 1949, the expenses of operating 
these 39,000 seecond-, third-. and fourth class offices—and this is not an 
estimate, it Is accurate to the approximate figure—was $227,000,000. 
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The income in those 39,000 offices from postage and fees. on postal 
notes and money orders, was $192,000,000, leaving a deficit of approx 
mately $55,000,000 in the actual local operating costs of those particu 
lar offices. You add to that the cost of the rural delivery service ll 
those offices of S122.800.000, and vou come up W ith. instead of a cd fieit 
of 835.000.000, a deficit of SLOTSO00.000, 

Mr. Doran picked an arbitrary figure: it is not based on undis 
puted facts, as stated in Mr. Doran’s article. I do not state that fon 
the purpose ot creating controversy. The Department IS being iil 
tacked. 

Mr. Doran, You are picking the transportat lO} fieures The otnel 
figure is not an arbitrary ficure. 

Mr. BURKE. The whole thine Is not based on w disputed facts 

Mr. Doran. You show a ereater deficit. You said $157.000.000. 

Mr. BURKE. To show that Vours 18 not based o1 facts. 

Mr. Doran. It is based on 1948. 

Mr. Burke. If you add the estimated transportation cost to that 
figure you will not come up with 850,000,000, ‘The only way vou could 
estimate on an over-all basis would be to apply the percentage of trans 
portation costs to the percentage of income in those offices compared 
to the whole, and your transportation costs would be $61.200.000 ap 
plied to those second-. third-. and fourth-class offices, so you would 
come up with a deficit of 8219,000,000 a year on that false theory. 

Let us take the first-class offices. During the same period the op 
erating expenses of all of the first-class offices was $81.130.900.000 : 
that is, the local payments of salaries and motor vehicle service and 
clerks and the carriers and the postmaster and everything that went 
into those Operating expenses. 

The costs of the rural delivery service from those first-class offices 
Was S55 200000, 


Our total costs for transportation for operating our transportation 
facilities, which ineludes $440,100,000 paid to the ear riers of all kinds. 
and the cost of S1S57.400,000, the salaries of transportation clerks and 
! 


the officials and miscellaneous expenses, we have a total transportation 


eost in that vear of S577 500.000, 
‘ 
| 


y 


it nine and fom te] ths percent of the revenues of the post | 
ice came out of these first-class offices. You cannot take the mail 
New York ana ( hicago and Philadelphia and let it cie there. 

have got to load it into some sort of a trai sportation vehicle and 
where it] rong’, So that if we do S94 percent of our busine ss 

» first-class offices, then we have got to charge S94 percent of om 

iil transportation to those offices. And that amounts—just a mo 
‘nt, | did not interrupt vou, Jim—to $516.500.000, and it brings up 
he total cost of operating the first-class offices with transportation 
neluded with = its proper proportion of the rural delivery to 
S1.6S80400,000, with revenues of S1.456,600,000, or a deficit in the op 


eration ¢ the first-class othees of S2Z2Z3.S00.000 a vear. And, or ntle 


; 
} 
} 
I 


men. wy that were not true, we would not have a postal defiert. 
Senator Dirksen. May we proceed / 
Mr. Doran. Could I ask Mr. Burke one question / 
Senator Dirksen. Yes. 
Mr. Doran. What proportion of the transportation charges do you 
allot tothe 1] percent to the district othices ¢ 


Mr. Burke. 10.6. 
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Mr. Doran. What does that amount to? 

Mr. Burke. $61,000,000. 

Mr. Doran. I said only $50,000,000. 

Mr. Burke. Your figures are not accurate. 

Mr. Doran. I am giving you the benefit of the $11,000,000 that I 
am below you. 

Mr. Burke. We are not asking for a benefit. We are trying to 
furnish this committee with the truth. 

Mr. Doran. You have taken an arbitrary figure. You have for- 
gotten that you have 39,000 different places and distances, the thing 
that costs money, and they are scattered all over the entire Nation. 

Mr. Burke. No: we have not. We take that into account. 

Mr. Doran. You have simply said that 89 percent of our money 
comes from these offices, and there are 89 percent of our transporta- 
tion that must be attached to the same offices. 

Mr. Burke. That is right. 

Mr. Doran. That, 1 submit, is most arbitrary. 

Mr. Burke. It takes the conveyances to haul it away. 

Senator Dirksen. If we were going to set up a separate appropria- 
tions account to take care of subsidies, we would have to have an 
accurate figure. would we not ? 

Mr. Burke. Yes, sir. 

Senator Dirksen. Is the Department prepared to break down with 
information from the Civil Aeronautics Authority in order 

Mr. Burke. No, the Department has neither the authority nor the 
facilities to determine that. 

Senator Dirksen. How do we secure an accurate figure ? 

Mr. Burke. My only answer to that could be that the Committee 
on Interstate Commerce in the United States Senate is considering 
that problem right now. As to how they will determine that subsidy 
and what method they will pursue to determine it. I do not know. 
They have had firms of certified public accountant s such as Ernst 
and Ernst and others to make a study of it. That is a matter that 
vill have to be determined by law, and we do not have a law at this 
time. 

Senator Dirksen. We could not set up just an estimate or a guess? 

Mr. Burke. Not at all. 

Senator DirKsen. So some move will have to be initiated to make 
sure ¢ 

Mr. Burke. We fully agree. 

Senator Dirksen. To get the accurate figure. 

Mr. Burke. If we could help, we would be very happy to do so. 

Senator Dirksen. One residual question to Mr. Doran, and I have 
finished. 

Have you now any general comment to make for the guidance of 
the committee in the field of economy, efficiency, reorganization, that 
will be useful in the matter of establishing new rates, if necessary, for 
the purpose of ge tting this? 

Senator Cartson. In your answer, would you inelude from your 
experience with the Post Office Department, a suggestion or recom- 
mend the elimination of any service that we are now fiving in the 
Department, in your general answer ? 

Mr. Doran. No, I believe that a great manv of the details could 
be eliminated, the report making, the forms that are kept, and the 
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efforts at security which I believe will, on a thorough examination 
show that a great many of them are not necessary. 

I would suggest this, and I suggested it to Mr. Donaldson before 
I left the Department, there is no branch of the Federal Government 
that is more a public institution than the postal service, and there is 
no need whatever for secrecy. No order should be issued in secret. I 
spent my life in it, and I can find that only one cl 
Investigation of criminal cases, the investigation of charges against 


ass of matter, the 


employees or officials requires secrecy. There should be a meeting of 
the minds of the public and the publishers, the mailers, the ¢ ‘ongress, 
the budget, and the Post Office Department, » organizations that 
represent the unions, the employees, and that a ‘the things should 
be put on the table. 

The service (loes hot belong to anvbody. It belongs to all of the 
people. 

As to cutting out any particular kind of service, I believe that w 
be only justified after a very definite and thorough eXalmihation. 

There is one thing l would like to Say to the committee which 
probably just a little beyond the scope that L rightfully oecupy. 

The ¢ ‘ongress has been very vood tothe postal service, And I know 
that personally. Tam able to live, not in luxury. but in comfort be 
cause of a pension which a few years ago, if I had to take it, amounted 
to $100 a month, and today it is ample. True. it is not going to allow 
me to doa lot of traveling and other things, but still it is ample. 

| think the committees of ¢ ‘ong@ress, as IL have ippeared before them. 
have demonstrated a very intense interest in the postal service 
in the employees. L would like to make this suggestion: At 
present time We have a plan whereby one of the first three in 
eXamination is eligible for the job. That is full of danger. 


If vou Tub ak race ana vou come in first. Vou Wilh. If vou get on he 


top oft the list vou should he entitied to the Oo, AQ ra ho awppoimntin 


officer should have anything to say about it. And once that were 
1 


enacted into law, you probably would not have very much difficulty 


such as has been aired in the papers re ently from a Southern State. 


( 


Ll would advocate to the committee that the aive consideratio? 
that. 

The Postmaster General and lus assistants have very little or no 
interest in the matter, because they do not know these people. There 
would be no necessity for anybody advising in any particular. It 
would be a case of taking the man on the top of the list. 

[ know that IT put that practice into existence when I was chief 
inspector and appointing man. I always took the man who came out 
rst. 

If the department or the bureau that is concerne (| und the civ i sery 


] 


ce cannot put tovether ah eXanination that brings out the hest quali 


“r 


fications for the applicant. that is their fault, not the applicant’s. 
That is all, Mr. Chairman. 
The Cramman. Are there any further questions by anvone 4 
Senator Dirksen. Mr. Chairman, I thank you for vour indulgence 
this morning. I appreciate it. 
The CHarMan. I want to thank you. 
Mr. Burke. Before vou adjourn, in view of the 
statements were made by Mr. Doran that reflect on 
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of the postal service, would it be out of line for me to ask your indul- 
gence for just a few minutes to explain a few of those things ¢ 

I am sure you will understand, without qualification from me, that 

have no malice in this thing. We are being attacked nowadays 
from all quarters simply because the Postmaster General recom- 
mended an increase in postage rates, and that is understandable. 

It is understandable that the people who do not want the rates in 
creased should put their best foot forward and put forward the best 
arguments they can. We have no objection to that. 

We do object to being hit below the belt by people who know 
better. 

Now, Mr. Doran talked about this conference of 50 postinasters that 
was called in February 1950. IT owas the official who called the con- 
ference. | presided over it. 

The purpose of calling the 50 postmasters in was to call their at 
tention to the fact that with the constantly creasing business that 
the Department was having that it was necessary more than at any 
other time for them and their supervisory staffs to conduct self surveys, 
to eXamine into everything in connection with the operation of their 
post offices with a view to eliminating any unnecessary expenses. 

Mr. Doran said no mention was made of the necessity for watching 
expenditures. It was the principal purpose of the conference, and 
so stated to the 50 postmasters. Their attention was also called to the 
fact that the Department’s record indicated that it cost more money 
to do business in some places than it did in others. 

It was also explained to them that we understood that there was some 
reason for those vary ine costs. There is a reason. Immediately fol 
lowing that conference investigations were started, not only in those 
20 offices, but in 38 other offices, in an effort to find out why these unit 
costs are different in the completest detail, if possible, and let us go 
back ona little history on that. 

Efforts have been made to get the answer to that question for quite 
a great many vears. In 1929 and 1930 a competent man from Detroit 
who was at the head of a firm of public accountants, his name was 
Tilton: he was appointed Third Assistant Postmaster (reneral, and 
his first objective was stated when he came into the Department, to 
trv to have standard costs of operation in these offices. 

A widespread investigation was made. Eighty inspectors were as 
signed to the task. And at that time I was: L post ottice Inspector, | 
was one of those who had charge of that Investig: ition. 

We made an earnest effort with the cooper: ition of the postmiasters 
and the postal employees, and T think all together about 50 cities were 
checked, and we came up with a varying cost. 

Every time the Department has attempted it. if comes up with 
varying cost. 

If I might have vour indulgence I can point out to you some of 
the reasons for that vary ing cost. 

It was reported to the Congress at the time this report: was sub 
mitted. The variables were reported. Mr. Doran ignored them in 
his article, but they are there. And they were specifically pointed 
ont to Chairman Rees of the House Post Office Committee as to the 
reasons for the ‘se differences. 

In transmitting the first report in June 1948, when the House com 
mittee asked that cost ascertainment determine unit cost of operatiol 
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for the purpose ot comparing one post otlice with another, they were 
told that cost ascertainment was not set up for that purpose. 

Now, briefly, cost ascertainment was set up in law for a definite 
purpose of determining the expenditures that could be allocated to 
the various classes ot mail and applying that to the revenues pri 
cipally for rate-making purposes. 

Cost ascertainment had no other purpose. 

Cost ascertainment was passed On by Mr. ‘Tilton. 
n 1944 by Mr. Heiss. ‘They both made 

Mr. Heiss’ statement, as recorded, that for all practical purposes 
the present cost ascertainment of the Post Office Department 


nent, thi 


It Was passed oO} 


the same statement. 


=~ SI}] 
it to go any further would require complete cost accountll 
the rehandling of all mail at at 


tl 


remenadous expense and with delay to 
le mal. The variables that are presented in connection with the 
report are 14 in number. IT will not read all of them. 

The arrivals and departures of trains and planes carrying ma 
which determine the number of dispatches ¢ t he number of 1 
that mail has to be tied up. oy example, il Dallas, Tex.. 
of the very evood offices, and it sa good office. with | 
to the postmastel in Dallas, he does a vood job. heh: 

simple task in the distribution of d spat h mail as compared to the 


postmaster in New York and Chicago and 


o Boston and Washington. 
He has few train departures, whil 


le they are departh from. thie 


har 


big centers every 30 minutes, requiring a breakdown and a tie-out 


of mail to meet tram dispatches, Phat exists i limited ex 
tent in Dallas. That is one of the variables wl 
When the ( lerk stops distributing | 


] 
lol pouching, the costs rh ol 
The number of deliveries 
The window Service Tours , ubiber ot 


Vew York has SO stat >} 


VINGOWS ! 
ut Chicago has some sixty 
So that your postal those big places actual 
tulated from many 


polhts, mad cle) ( il costs go on 


molt is compared to the one 
(CHAIRMAN. If I hav wmterru i) ASKING 


rat this time be . ‘To leave 


To proceed With) I se variables, the proportion 
] 
I 


niall delivered thro 


othee boxes o} to firms. 
nal clea al handling, : all cautions of clerical costs ! 
The nature and kind ter 


req 
| 1tories Served, res 

were al Ol mcdustrial Le TTrito vyenel lly ite t operating 
of handling equal volumes of business in different degrees and the ex 


TCHS IVehness ot the Territories served. 


ce Culrtaliments, we aid not cul 


And in connection with the sery 
ee 


tlie daily cle liveries ot ma | 1} the busihess sections of the cit 


IL1eS 
except as it afte ted parcel post, 


The ditlerence between offices tot , ist} but ra 


ra stribut on of nontioent ma 


post. offices 
r mail flelds. In some citte he transport 
quite a sizable part of the distribution 
andled Wn bulk out of ti 

That affects the 


ariations 
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degrees to which the operations are facilitated or hampered by the 
amount of space available for postal purposes. 

Of the 20 offices studied, the main office buildings have been used 
for periods ranging from 10 to 68 years, although some have been 
altered or extended since the date of original occupancy. That is not 
a condition that we can quickly overcome, as you gentlemen know. 

The proximity of work units permitting regular flow of work 
successive operations and the necessity for the use of annexes for 
mail handling. 

Variations in the type of equipment, practicability and availability 
of most modern and efficient conveying equipment. We have miles 
of modern mail-handling conveying equipment. We have a great 
amount of modern machinery, but we do not have it installed in all 
of our facilities. 

Limitations of appropriations are one interference and the im 
practicability of installing them in some buildings. 

The effective use of modern business machines in the financial op 
erations which we are enlarging upon and adding greatly to our 
supply. 

The nature of and dealing with patrons, and these other items, 
applications for money orders, preparation and packaging of articles, 
mailing identification. Inspection of ©. 0. d. orders, the value ot regis 
tered articles requiring different degrees of care in their handling, 
adds to the clerical costs 

The number of money orders issued at the contract stations. We 
operate our contract stations ai a very low cost as compared to classi 
fied stations. 

The number of registered and insured c. 0. d. articles mailed im 
quantity as compared to the individual mailings at windows. 

The number of attempts normally required to effect delivery of 
registered maul. 

Outgoing volume of mail received metered as compared to that 
With postage stamps. In the last category, the mail must be run 
through a canceling machine, and in the case of metered mail it is 
ready for distribution. There is a material cost in facing and can 
celing mail. 

The relative volume of zoned and unzoned incoming mail affects 
the distribution of incoming mailing costs 

The volume of an irregular size or sh: ape. The number of parcels 
which must be handled on account of their large size. 

The volume of work of general nature performed in offices. 

I called attention to the fact that it costs more money to do busi 
ness in New York and Chicago with a large number of stations and 
the interhandling of mail between those stations than it does in Dalla: 
where the work is all handled in one building. 

So much for the variables. They are important. 

The Post Office Department is not accepting them. It is making 
Investigations in OS offices. The active investigations started imme 
diately after the conference that Mr. Doran testified to that nothing 
was being done about it. The Department is not accepting that con 
dition. The preceding postal administration did not accept it, but 
all of their efforts thus far have been unavailing in establishing a 
standard unit cost of operation in the postal service. If it is obtan 
able. we will get it. 
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As to our other progress, this administration of the postal service 
IS now engaged in the modernization of the money order system that 
will provide the most amazingly eflicient money order system that 
operates any place in the world. And the post office money ordet 
system involves 400,000,000 items a year, lt presents the greatest 
auditing and accounting problem. 

Senator Carbtson. You say changes are being made now 4 

Mr. Bt RKE. The hew sVstem W it] vo 1nto effect July | People eX 
pec ted us to make that ehaa ve, ina Tew days ora few weeks, but those 
are enormous problems threat require careful attention and good judg 


, | > : } 
ment on the part of the Postmaster General before he hake i fina 


aervernnatiol 


Mr. Dorn has writteh an art »>verv critical of the mat wernel 
} y : 
OT Like post office ervice, Let ee What Mir. Doran wrote to one of 
he officials of the Department about the san subject (on May lv. 
4 é 1] ¢ 1} i F 

or, Wel Vir. Doran was st nthe Department, he cal edi attention 

to this unit study that was made and he say -pecihcatly 
| refer to a ep of he Div ‘ ‘ AScer rie ( } 
ned d 1 entitled “Report on Spec Study « Unit of ( 6 \I 

i | ‘ l Liat! re} on = t 1 { th | I Liat | I \ 

\ | ! nunuderst modi, ¢ (i nad 7 t \ ] ad he « I Isic } ‘ 
t igement of the postal service re i t hye ad % egurd eft ‘ 
Phiat s quoted Trom Mi Dora report toa Assistant Postmaste 

} } ] c } “a > P a r , 

(seneral while he was stil in off il of e Post Office Depart 

I 
In the same statement he say 
I do not n e the « ! } ‘ ‘ re on « he 20 th 
bas ‘ I | on s ) 3 ed by D 

ossible o elfect a saving of sucl | is S40 0000.00 The me ict that this 

i} pal tv @XIsl j l Lit l | } wil be se Zed Lipo! by 1 Lit ys 1 

t del that something = Wt y 11 he maunugement ind operatior f 

oy if hie ‘ y ’ a 2 were ' t ited 
disclose he whole trutl } vould ‘ er Littl ones 
‘ but we k | k upon s f these stateme . ‘ ’ 
‘ wy 1 r one bheit i 1) ‘ e post office end to the ce yy 
of the s ‘ hen Ww re hoa realizatio tha the oppone! 
} t I Se he ‘ } ne ed \ hie | 
- el } ~ I ‘ 
} ed 


\I 1 de \\ aid ( til \< Cstle to i tout 
Terence osts 
\{ DUrK mg nie Tho e ¢ date. but befor the es 
ein February 195 
senator Cartson. I do not t! k t] Ccolinitiee Cares to get mto this 
iroversy, that seems to be between the Department and Mr. Doran 
Mir. Bt RKFE. Ian } SOrrys but rseemsto us to be al unWarranted att ir k 
Senator Cartson. I appreciate your position, and I can see ho 
nm might be irritated. IT am wondering whether those irritations cd 
ot cause us to make some cl mges and bring about some betterment 
\\ eate] them HaIVICuaty 1 yore ime that rit Department 
ike me of those things Lor 
Mr. Burke. We take a lot, Senator 
Senator CARLSON, AS one member of this comm Tee, | i! very 


I pps to ave had Mr. Dor ! here, | ih olad t¢ Ve every 
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do not think anyone can serve in the Post Office for some 40 years and 
not get some background. I appreciate when you come into these 
hearings that you can use figures in different ways. I appreciate 
that very much, and I think so does Mr. Burke and Mr. Doran. It can 
be well handled. There is evidently a little feeling in the Department 
but as faras Lam concerned Iam not going to let it bother me one way 
or the other. I want to get the information, and I want Mr. Doran 
to know that I appreciate very much lis appearance here. [am glad 
Mr. Burke is here. 

We will have him up here on several occasions. I certainly have 
nothing but the friendhest feelings for the Department. 

Mr. Burke. I am sure of that, Senator. [ personally have no un- 
friendly feeling for anybody, but I am a loyal postal official and I 
resent blows below the belt. 

Mr. Doran. There is not any blow below the belt when a man comes 
out into the open. 

Senator Pasrore (presiding). [ do not think anybody is going to 
leave here scarred up. We have other witnesses now that we have 
to hear from. 

Are you all through, Mr. Burke ¢ 

Mr. Burke. Yes, lam through. 

Senator Pasrore. Did you want to make any further statement, 
Mr. Doran / 

Mr. Doran. No. 

Senator Pasrore. Our next witness is Mrs. Margie Malmberg. 
director of the Washington office of the American Library Association. 


STATEMENT OF MRS. MARGIE MALMBERG, DIRECTOR, WASHING- 
TON OFFICE, AMERICAN LIBRARY ASSOCIATION 


Mrs. Maumperc. Mr. Chairman and gentlemen, [ appreciate being 
here. IT should hke to present my prepared statement for the record 
and give the highlights of it. 

Senator Pasrore. You will have your statement inserted in the 
record. 

(The prepared statement of Mrs. Margie Malmberg is as follows :) 


STATEMENT OF Mrs. MARGIE MALMBERG 


Iam Mrs. Margie Malmberg, director of the Washington office of the Ameri 
cun Library Association, a professional organization of the country’s 20,000 

brarians, trustees, and friends of libraries 

The American Library Association appreciates the opportunity to appear 
before the committee in support of S. 1569. As we testified earlier this vear, we 
feel that Congress should be the sole rate-mnmaking body for all classes of postare 
after due consideration of the total postal picture 

We appreciate that S. 1369 leaves book rates at the current level and are 
grateful for that consideration, although I would remind the committee that 
our organization has long felt that books might well be accorded the same rite 
as the reading matter of second-class mail. We commend the chairman for his 
statement on the introduction of S. 1369 in which he expresses sympathy wit! 
our viewpoint 

The other day a question was asked relative to the use of the library book 
rate While no accurate statistics are available on the use of the mail by the 
individual public libraries of the country to their patrons and to one anotbe 
on interlibrary loans this is an invaluable service. College and university 
libraries alone lent 101,866 books to each other in 1947 to supplement each other's 
collections. Rural schools and rural patrons particularly profit from the service 
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While the bookmobile is an excellent vehicle of | 
considered a substitute for the library book rate since there are less than 500 
bookmobiles in the United States. 

The State libraries are the sole source of librar 
materials to the 33,000,000 people without ‘ | li 1 
While many of these people are not even aware of th esources of their State 
library, the State agencies last year circulated over 5,000,000 | ks ] narily 
via the library book rate. I thought it might interest the c ttee me 
to have a few statistics from several States on this use 














California 148, 972 | Kentucl 2. 589 
Florida 17, S82 | Maryland 8,473 
Georgia 144,751) Minnesot 10, T60 
Idaho 32, OK)! North Dakot . 15 
illinois 1,673, 947 | Pennsylvania 1. SU9 
Kansas oY, 200 

Should this committee fail to maintain ft) Status q | c 
rate the ICC proposal would add S300,000 to 5500,00 
budgets. While this sum is negligible to those of vou ed 

ons or billions of dollars, may I remind you that of the 7.400 braries 
in our country 2,222 of them have less than $1,000 f¢ eX] ! 
heat, light, rent, personnel, books, and periodicals while 1,916 have from $1 

$4,000 budgets. Only 386 public libraries have budzets over 840,000 

i would like to comment briefly on S. 1335, which would | 1 
iges. Since books comprise less than 3 percent « he | | 
ments, book shipments offer a relatively minor proble he P Office Dy 
partment and would make a negligible financial contribution to other ans 
portation businesses Most libraries find other methods « ril 
and expensive. Many people do not realize that time un impor cons 
tion for libraries. Most pAtrons want their books 
zoes, and libraries need prompt service to please thei bli ( 
own ordering department costs, and to help jobbers and | re 
semibling, packaging, and other costs, librarians try » place larg rders i 
as much in advance of publication as possible. Out of stock, ou | 
other reasons prevent filling orders completely so that many 

n small packages, vet it would add to book costs if all books 1 
nsmaller packages. We have tried to assemble figures giving vou valid 

es in this regard but have not been able to do so in the limited 
loo, publishers and many book jobbers—and the majority of books are put 
‘hased throuch jobbers—often have other businesse . ey nl! 
furnish accurate breakdown of book package sizes Librarians, too, do not keep 
in exact record.of the e of their book packages. W | \ 

enience, increased packus r costs. and more loss¢ 

brary problems 

Again may I say we are happy that Congress will establish the rate and we 
on limitations on fourth-class mail. We know you will consider the tot py 
yiecture in making your decision, We appreciate the opportunity to state ¢ 

Mrs. Matmrerc. We are in favor of S. 1369 and we appreciate the 
Fact that it does bring fourth-class rates to the attention of this ce 
mittee. We have long felt that Congress should be the sole rate 

viking body for all classes ot postage ifter due consicderatio ot 
otal postal picture. We have wanted that the public service features 
f the Post Office Department be defined for proper recognition of 


b ides and such. 
We appreciate the fact that the book rate eT ns. Lobe a { 
rently is. but we would lke to call to yvour attention that we ive ong 


ipported the fact that books be ai nthe same rate consideratio 
eco?! cd class reading matte! 
Only for the record do I want to insert here a state t regard 


ruse of the librarv book rate, The other day Ome membders oF 
ny ttee asked some questions regaraing it. b it | 11 st want to have lft 


the record. We feel very definitely that consideration be giv 
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I would like to comment briefly on S. 1335 which would limit the 


size of packages. 


handicap to our libraries. 


We feel that it would render an inconvenience and a 
Unfortunately, [ am not in a position to 


supply vou with a detailed statistic as to exactly what it would do. 


Librarians, as a rule, like to verify their cases completely. 


We have 


not been able to get either from the libraries in the country or from 
the book jobbers or publishers the kind of information which we think 


would be most helpful to you. 


So the only thing we can say in ¢ 


LOSING 18 that 


it would be an incon- 


venient and increased packing cost and would add to our library 


problem. 
Senator PAsts RE. 
Mrs. MALMBERG. 


Senator PAasrore. 


Thank you 


Thank vou. 


We will next hear 


from Mr. 


Maurice Garrett. 


STATEMENT OF MAURICE F. GARRETT, MEMBER, POSTAL RATE 
COMMITTEE OF THE NATIONAL ASSOCIATION OF GREETING 
CARD PUBLISHERS, NEW YORK, N. Y. 


Mr. GARRETT. 


Mr. Chairman and gentlemen, I have a prepared state- 


ment which | should like LO have mace a part of the record. 


Senator Pasrore. That will 


| 


be inserted in the record at this point. 


The prep ired statement of Mr. Grarrett Is as follows:) 





STATEMENT OF MAURICE F’, GARRE? 
I Mau e | Garrett, member of the postal rate committee of the National 
it ‘ ( ng Card Publishers which has its headquarters at 200 
I Ave ( York ¢ \ 
I msists of 63 greet ‘d publishers all doing a nationa 
! s various parts of © ¢ intry 
i l DIkvarile here { mbar) on beh lf t} Thiel ¢ of the ASSOCIATION Al ad 
We are primarily concerned with posta! affairs on two 
| Ss; fi I ause our industry represents a veé irge source of 
e l if 7 uc ind: s d, because our 
f th Is p rvices in the cond 
t ! ! “ I lern era wot 
MW fl i. ( ts meri iz 
! n vl re ; ] sen approx 
ow « S re ft I tl Un dl ites nui \ 
—te wrth) 
I }) ( r postage Stumps 
g ( 1 Post Office Department enjovs 
if ' \ | ‘nits fy { 
presel ind j 
\ ~ Por vi ii! ire 
i ? 1 1] } | ! \ Perel lll } t 
| l 1 ad ‘ 
yy irds fil « rf ’ ents ? 
cents nts, FO e ind S1 ea din ho ! ass ner 
| | | ire d lL ret p set up over 45 pears a 
I i 7 d n, and rt 
‘ 1 ) tin on fluct s 
} ( I S 
‘ S. 1335 and 1369 conf) " lustry h it 
STS hic we | eve it nasty nr ibs } 
| er ¢ mn | \ In e that . he! 
l ve \ face Mipos ( it I | hb e 
! pre ad } mn) , 





control under the present emergency, it is doubtfi that anv additional revenue 


could be anticipated to meet the increased costs 


Inability to operate at a fair profit would inevitab result in a great decrease 
in our dollar and unit volume of greeting cards for all « isions and consequet 
the revenue returned to the Post Office De rtment eci~ally the first-« <8 

ail category through the mailing of billio: of greeting rds annually, w l 
certainly greatly decrease 

Specifically referring to S. 1369, here is a typic eX! ple f fhe th I 
nereases Which went into effect on January 1, 1949, adversely affected one of 

ir members I’) firm found that the increase of 24 per t nar post 
1 tac d Sti } red ed t pro S I} ) t ( i + ’ 

reeting- d operation emploving der ‘ ! Here ure e figure 
! Ti ‘ t T 


N ote } ? 4 } ' 419 na I ! 
1 | | 
rofits 
Oh} Is 9 fur ey rense j e pal et rate Ss proposed by S x4 
wi © ! wh greater de or } 1M nd j lie 
We re enize that the Post Otice DD ° o of ‘ 
\ » be ey That iy re ed | ( ‘ ‘ a e 4 her y 
greater 1ncol 
Che greeting-card pul } | I ~ € , 
ry S ¢ ( serving ere lil Ci) 
nny ' mi s secured } P 7 ; : nond 
tailer I} ‘ nde } R . . 
\ ( distribu I rie ( ( ‘ ] er o the re 
( 1 t The 
{) ! T1é ( ny ‘ ' 
1 . lst? f vy by ‘ ( 
~ the : ¢ 4 | 7 v ‘ 
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categories would necessitate costly increases in shipping, personnel and bookkeep- 
ing facilities and would inevitably lead to confusion, delays and multiple frus- 
trations, 

For example, firms serving the independent retail trade make parcel post ship- 
ments to approximately 100,000 retail stores of all sizes throughout the country. 
The requirements of 8S. 1335 place a double burden on this important segment 
of our business. 

First, as the retailer pays all shipping charges to his store, he would be faced 
with increased postal costs and second, the weight and size limits in 8. 1335 would 
throw a tremendous burden on the publishers making the shipments to the 
retailers. 

Here is a specific instance of what would happen on a 60-pound shipment 
from Boston to three different cities: 

New York City is in zone 2 from Boston and at the present rates for parcel 


Oo 


post on one 60-pound carton, the cost would be $1.81. Under §$.1355, this ship- 
ment would require 2 cartons and the postage would be $1.42. Thus the Post 
Office Department would have to handle two cartons for only 11 cents more than 
they would receive for one 

The same shipment going to Chicago which is in zone 5 from Boston at 
present would cost 83.44, whereas under 8.1335 the same shipment would re- 
quire -< 

On 


pound cartol would cost SLA 


ws 


cartons and the postage would be $3.72. 

he same shipment to Baltimore, which is zone 4 from Boston, the 60- 
7 under the present rate. Under S. 1335 the ship 

ment would require 3 cartons at a postage cost of $2.91 giving the Post Office 

Department 24 cents additional for handling 2 extra cartons. 

From the shipper’s standpoint it is obvious that a tremendous increase in 
the cost of paper, corrugated cartons, tape, and labor for packing would be 
involved. And from the dealer’s standpoint, he is immediately faced with in- 
creased shipping charges by receiving his merchandise in smaller units at higher 
cost per shipment. 

As another example of increased costs—here are some comparative figures 
from one of our member firms which operates a sizable mail order business: 

In the calendar year of 1950, this firm shipped 97,150 orders by parcel post 


58,290 of these shipments or 60 percent of the total 97,150 


> 
t 





at a cost of SOG.SSY: 


would have been affected by S. 13385. This would involve an average increase 
of 40 cents per shipment or a total increase of $25,316. 

Here’s another firm that in 1950 handled 53,445 parcel-post shipments: 12,826 
of these shipments were each over 20-ponunds going to zones beyond zone 2. 


This represented 24 percent of the total shipments of 53,445. Under S. 1335, 
it is estimated that the cost for packing these shipments in two or more car 
tons would come to 60 cents each or a total increase of $7,695.60. 

In other words, this firm had a total parcel-post shipping cost in 1950 of 
$74,090.55 which under S. 1335 would have totaled $81,786.15. 

From the standpoint of average cost per parcel-post shipment in 1950 which 
was $1.38, it is estimated that under S. 1335 the average cost would go up to 


S1 ai per shipment 





In presenting these figures, it should be kept in mind that the normal net 
profit of our members rarely goes above 4 percent. It is, therefore, obvious 
that sizable inerenses illustrated above could easily result in some of our 
Thi¢ ery vO ‘ I of business. 

rhe United States Post Office Department is the largest single transportation 
system in the world and should remain the greatest energizing force for creat 

demand for goods through advertising and by direct-mail methods. It is 

} S17 ss-getter, nvenience and necessity which the Government should not 
hesitate to subsidize as a service which reaches and serves every person in 
our ind 

Che Post Office Department now has an advantage over most other Govern- 
ment departments by being, for the most part, self-supporting. No other Gov 
ernment department appears so vital to the average citizen as the Post Office 
De 

Subsidize nd encourage all business to use the mails more and more to 
create more business and thus help to keep this ccuntry on a good, sound 
t I le b 

Past experiences clearly show that there is a definite limit bevond which the 
Post Office may go in increasing postal costs without substantially losing 


revenue. 
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The realistic approach of maintaining the Post Office Department as a servi 
organization is more likely to increase post reven th by taking any 
measures such as are proposed by S. 1335 and S. 1369 in the hope of mal 
the Departing ntirely s pportil 

Ou Oo I izall the ] i th I f f 

L Ou l l trs but r tl t nomy the cou S ole 

Mr (FART I Che l CYNON ol our ty Hirst that the rey 

i 
derived fr ef Y Of our } ( ts to abou 
bh Driditihe it oO elt th eu | i | i ( 
ontusiot both on tl part of our publishers and on the pa of t 


A certain seoment o } lustryv conduct ropera \ 
+] +] } | 1c} 17 
ft) ) | \V ( ( i 0 if to ve ittention ji x Livy 
te , ] os ¢] } ‘ 
What S. l550 will do Ina typical case of that segment of the industry 
ry } | } +¢ . I } - ~ : 
Phis typical ease in the calendar year of 1950 shipped 97,150 order 
DV parcel post at a cost of SVO SSL It is estimated that 58.290 of the 


hipments, or 60 percent of the total, would be affected by S. 1835. It 

further estimated that it would involve an ave rage increase of 40 
cents pel shipment or a total increase of parce] post to that firm of 
$23,016. 

I would also lke to call to your attention that S. 1335 will cause 
a tremendous increase ¢ nd compli ations to the 60 percent of our mem 
bers who sell direct through independent retailers. And I quote as an 
illustration a specific instance of a 60 pound shipment from Boston 
to three different cities. 

New York City is in zone 2 from Boston, and at the present time 
the rates for parcel post on one OU pou! d carton would be $1.31. Un- 


der S. 1385 this shipment would require two cartons, and the postage 
would be $1.42. Thus, the Post Office Department would have to han 


dle two « irtons for only 11 cents more than they would recelve for one. 
r to Chicago, which is in zone 5 from Bos 


ton, at pres nt would cost $3.44, whereas under . Looe the Same ship 


The same shipment vol! 


‘ 


ment would require three cartons and the postage would be $3.72. 

Wo believe ¢) he realistic mach af weimbsinine. the. ¥ 
e believe that the realist approach of maintaining the ost 
Othee as a service organiz ition more lkely to increase postal reve 
nues than by taking any measures such as are proposed by S. 1835 and 
S. 1569 in the hope of making the Department entirely self-support 


ry 
l ° 
1 


Our association is against the provisions of these bills. not only for 
the good of our own industry, but for the economy of the country as 
a whole. . 

Thank you very much. 

Senator Pasrorr. We than! you. 
The next witness is Mr. John O’Connor. We shall be glad to hear 


from you. 


STATEMENT OF JOHN O'CONNOR, CHAIRMAN, NATIONAL POSTAL 
COMMITTEE FOR BOOKS, NEW YORK, N. Y. 


Mr. O'Connor. Mr. Chairman and gentleman, I 


ve a prepared 
tatement which I shall ask to have inserted In the record. 
Senator Pastore. That statement will be inserted into the record 


al this point, 
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(The prepared statement of Mr. O’Connor is as follows :) 
STATEMENT OF JOHN O'CONNOR 


My name is John O'Connor, president of Grosset & Dunlap, book publishers, 
and chairman of the National Postal Committee for Books. You will recall that 
| testified before your committee on S. 1046 on April 12, and [ am very grateful 
for your courtesy in agreeing to hear me again this morning on S. 1369, the 
fourth-class-rate bill, and S. 1335, the parcel-post weight-limit bill. I shall keep 
my testimony very brief. 

We are of course very gratified by the introduction of S. 1369 by Chairman 
Johnston and Senators Dirksen and Douglas. This bill and Chairman John 
stom’s remarks of April 283 concerning it recognize the present discrimination in 
postage rates against books as compared with magazines and newspapers and 
take an important step forward by proposing to cancel the increase in the book 
postage rate now pending before the Interstate Commerce Commission. How 
ever, our appreciation on this point could have been expressed in correspondence 
and we would not have asked to appear again today if it had not been for the 
consideration of S. 1335, with respect to which I wish to make myself available 
for questioning by your committee 

The imposition of a 40-pound weight limit in the first two postal zones and a 
20-pound limit in the higher postal zones, as proposed in S. 13835, would dras 
tically reduce the uniform 70-pound weight limit which has existed since 1931, 
These proposed severe reductions in weight limits would seriously affect many 
types of book shipments, especially sets of books such as encyclopedias and law 
books, textbook shipments to schools and shipments to libraries and book stores. 
I do not have available exact data on how large a percentage of book packages 
are over 40 and 20 pounds, respectively. However, it is clear that these larger 
book shipments do not constitute a sufficient volume to impose any burden on 
the Post Office Department nor, conversely, to give any sizable volume of traffic 
to the express company. Total book-rate mailings in the fiscal year 1950 were 
only 182 million pounds, or less than 3 percent of the weight of general parcel 
post Shipments in the same year. Incidentally, both of these figures were about 
the same in the fiscal year 1946. The average book package, according to Post 
(ffice figures, now weighs about 75 ounces, or between 4 and 5 pounds. Thus, 
thongh the volume of larger book packages is very small, it is crucially important 
to purchasers of those types of books which T have just mentioned. 

What would happen if the proposed 40- and 20-pound weight limits in S. 1335 
were applied to book shipments’ The express company would not get any sig 
nificant volume of new business because its minimum rates are too high and its 
delivery facilities are unavailable in too many places. The most general result 
would be smaller book packages in the mails with resulting greater costs to the 
s, libraries and other book buyers, to the publishers, and to the Post Office 
Department. 

To summarize, there is a clear case for the exemption of all book shipments 
from any lowering of the existing 70-pound weight limit, since book distribution 
would suffer thereby and neither the Post Office Department nor the express 
company would gain. Incidentally, if books were placed in a special category 
of second-class mail along with the bulk of other reading matter sent through 
the mails, any lowering of parcel-post limits would not affect book shipments 
This would seem to be an additional reason for the reclassification of books into 
second Class, which has been urged by numerous witnesses before your commit 
tee on the grounds of equity and the elimination of discrimination. 


schoo 


Mr. O'Connor. The provisions of S. 1335 which reduce the weight 
limit from the present TO pound welght limit would destroy the na 
tional flat-rate principle which has been applied to books up to the 
present time, 

At the present time books, as you know, travel at a flat rate unzoned 
throughout the country. The adoption of the zone principle in S. 1335 
would, of course, destroy that completely. 

The policy of Congress has been to give books a flat rate on the same 
theory that reading matter in magazines and newspapers has a flat 
rate. and for the additional reason there is a concentration of book 
publishers, as you know, in the Northeastern States which on any 
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basis other than a flat-rate basis penalizes these people who are west 
of Ohio and south of Maryland, particularly the Middle West and the 
far Western States. 





Also, that principle mn S. 1335 would greatly burden and pe lize 
the shipments of textbooks to schools, high =C] ols. a} | collea ~wh 
are rccustomed to vet the bulk of their shipments by tre oht, but eet 
the supple lentary shipme ts, which are very import r t indeed eff 
by mail. 

It would lead to absurd results with respect to encvelopedias. law and 
medical erie vclopedias, cl «| also shi Lhit nts t< book bar ; wi 
a vital means of the distribution of the 89,000 books which aa pu 
hed every vear, that IS, the new t ties. It would Mn) I 1 
the number of parcels in the mail with extra handling w 
be 1 peat deliveries to the same addresse and a vel eral lack of eff 
ce1enceyv in the handling of those book parcels 

The exclusion of books, if it could be arranged, from the provision 


of S. 1335 would certainly not bring anv additional volume of busine 


to t} e express COMpany that would he worth Having. Books are only 


35 percent by weight of the total weight of parcel post carried. I 
other words, they are a very small amount. I think it amounts to 189 


million pounds a vear. and ranging from that up to about 200 million. 
It Is very little. The Increase over a period Of LU Vears 11 the volume 


ot poundage ot books carried, | th ! k. | is been only about » percent, 
SO that there has heen ho divers On, SO TO Speak, of | } 


usiness from the 


} 


express company to parcel post is the result ot the unzone flat rate 
which has been applied to hooks ll the il terest ot OTiving u aout if «I 


distribution of books throughout the country n exact analogy to 
the d stribut Ol of magazines ind newspapers. 

Also, it seems to me that these provisions of S. 1335 which deal 
entirely with the weight limit would tend to negative what this bill 


has under consideration: S. 1369. which ineludes a section that we, 


of course, applaud highly, the section which retains the present bo kk 
rate. But that section of S. 1569 carrving forward existing law would 
ecarrv forward the flat rate, the unzone flat Nation-wide rate, as well 
as the existing per pound rate, whereas S. 1335, unless some provision 


1 


were made Lo exenipt books from its provisions, would break tnen 
down on this zone basis. Is that not correct ? 

Mr. Larimer. You are wrong on that. Mr. Wentzel can ai 
that. I think vou are wrong on that, that this bill has anything to 
do with rates at all. 

Mr. O'Connor. I do not say that it ha 

Mr. Larimer. That is would indirectly have an effect on rates. 

Mr. O'Connor. The provisions of S. 1369, which says in certan 
sections that the existing’ law shall continue, would leave the book rate 
at 8 cents for the first pound and + cents for ea h additional pound O! 
a Nation-wide basis. with a weight limit of 70 pounds. This bill. S 

| 


too 


1335, provides differently, reduces the weight limit in the first two 


zones. and then in the other zones, and that would negative the effect 
of the provision with respect to books which is in S. 1569. 1f I 
derstand the two bills correctly. 

Mr. Larimer. Could you hear Mr. Wentzel on that? I think he 
is wrong on that score. 

Mr. Wentzex. Your question was with respect to affecting the 1 
Of course. it would not affect the rate. 
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Mr. O'Connor. It would not affect the rate, but it would affect the 
weight limit, and the amount that could be sent in a parcel. 

Mr. Wentzex. 8. 1535 would; yes. 

Mr. O'Connor. So there is a contradiction between those two bills. 

Mr. Larimer. If one was passed the other would have the effect of 
repealing it. ‘There is not any question about that. 

Mr. O'Connor. It depends upon which one came first. There is a 
very simple way of providing in S. 1335 the effect, if the committee 
reports favorably on S. 1369, and that would be to introduce into the 
exemption portion of S. 1335 a reference to the existing law on books. 
And if the committee would like to have a specific suggestion in that 
respect, I would be glad to make it. 

Senator Pastore. You may make it, if you desire to. 

Mr. O'Connor. I offer that amendment for the record. 

Senator Pasrorr. It will be made a part of the record as a sugges- 
tion being offered at this point in the record. 

(The suggested amendment to 8. 1335, offered by Mr. O'Connor, is 
as follows: ) 


SUGGESTED AMENDMENT TO 8S, 13835 INcLUDING BooKS IN EXCEPTION TO SIZE AND 
WEIGHT LIMITATIONS IN FOURTH-CLASS (PARCEL PosT) MAIL 


The following suggested amendment, if adopted, would be inserted in S. 13835 
on page 2, line 1, after the words “star route” : 


“or (3) of books, permanently bound for preservation consisting wholly of read- 
ing matter or reading matter with incidental blank spaces for students’ nota- 
tions and containing no advertising matter other than incidental announcements 
of books.” [Italicized matter taken directly from presently effective statute, 
sec, 292 (d)]. 


If amended as above, S. 1835 would read as follows: 

“Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That on fourth-class matter the limit 
of size shall be seventy-two inches in girth and length combined and the limit 
of weight shall be over eight ounces and not exceeding forty pounds in the first 
and second zones and twenty pounds in the third to eighth zones; except that 

the case of parcels (1) mailed at any post office or on any rural or star 
route for delivery at any third- or fourth-class post office or for delivery by any 
rural or star route carrier, or (2) mailed at any third- or fourth-class post office 
or on any rural or star route, or (3) of books, permanently bound for preserva 
tion consisting wholly of reading matter or reading matter with incidental 
blank spaces for students’ notations and containing no advertising matter other 
than incidental announcements of books, the limit of size shall be one hundred 
inches in girth and length combined and the limit in weight shall be over eight 
ounces and not exceeding seventy pounds.” 

(The above amendment is suggested by the National Postal Committee for 
Books, 2 West Forty-sixth Street, New York 19, N. Y., representing book pub- 
lishers, manufacturers, and distributors, including general publishers, educa 
tional publishers (elementary, high school and college texts and supplementary 
books), and reference book publishers (encyclopedias, dictionaries, ete.).) 


Mr. O’Connor. In summary, I strongly recommend that in the 
event that S. 1335 is favorably reported out by this committee that 
the exemption portion of the bill contain an exception for books which 
will continue books on the same basis as is proposed in S. 1369. 

Senator Pasrore. Is that what is contained in your amendment ? 

Mr. O'Connor. Yes, that is it exactly. I quote it out of the statutes. 

Senator Pastore. We thank you. 

Mr. O'Connor. Thank you very much. 

Senator Pastore. We will next hear from Mr. Gilbert E. Goodkind. 
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STATEMENT OF GILBERT E. GOODKIND, EXECUTIVE SECRETARY, 
AMERICAN BOOKSELLERS ASSOCIATION, NEW YORK, N. Y. 


Mr. Goopkinp. My name is Gilbert E. Goodkind. I would request, 
sir, that my statement be entered in the record, and I will just com- 
ment briefly. 

Senator Pasrore. That will be done, and your paper will b entered 
in the record at this point. . 

(The prepare a statement of Mr. Gilbert Ks. Goodki d Sas follows 7. 


STATEMENT Or GILBERT E. GOonpKIND 


My name is Gilbert E. Goodkind. I reside at 142 Harrow Lane, Manhasset, 
N. ¥ lam the executive secretary of the American Bookse 
trade association representing a 
all parts of the United States 

Your committee now has under consideration S« nate hills 1335 ar L369 I 


should like first to direct my comments to S. 1369, which the chairm: ~ 
committee, Senator Olin D. Johnston, introduced on behalf of 1 self and 
Senators Douglas and Dirksen. More particularly I should like to tell you 
happy the statement which Senator Johnston made in introducir his | or 
cerning the adjustment of rates in parcel post has made the people for whom 
[ am speaking. The retail book sellers who have through the vears paid the 


cost of the carriage of books going to and from their stores are particularly 
grateful to Senator Johnston for the recognition of the I 


has existed against books for so lor 


Giscrinination whit 
g. He has performed a very great service 
indeed, for books, for education, and for the free dissemination of informatior 


through the United States in stating that “there should be some readjustment 
downward to bring book rates more in line with the rates on the reading content 
of publicat ons in second class Senator Johnston st: ted furthe hat he l 
see no justification for the substantial increase in the rate on books set out in 
the petition to the Interstate Commerce Commission.” 

Just how important it is that implementation be given to that statement of 
the chairman of this committee is borne out by an examination of the 
economics of book distribution in the United States I do t want to burden 
this committee with a recital of the persistent increases in the book rate 
have been imposed during the last several vears The fact is, however, that or 
the occasion when I was last privileged to speak on the matter of a book rate 
before both the committees of the House and the Senate, I stated that a further 
ncrease in the book rate would not y cause hardship to many booksellers, but 
would in fact result in many going out of business. This would in turn decrease 
the already far too limited means by which books are distributed in this cour 
Regrettably, that prediction is now a fact 

During the year 1950, 2.4 percent of the book stores in the United States went 
out of business. This is a shocking figure and particularly shocking because the 
demand for books by the public has decreased during that period It’s 
that the stores operating on the slim margin which has been unfortunately tra 


ditional in the book business, have been unable to absorb the rise in operatir 
costs, not the least of which have been the repeated increases in postal rates 
In a recent report of book-store mortality, Dun & Bradstreet found that for the 


irst 6 months of 1950 there were twice as many failures as existed for the whole 
year of 1949 or for the whole of 1948 hese are the economic facts which must 
be faced when the problems of book rates and their effect on the distribution 
of books in this country are being considered 

It is with no pride that we examine the statistics on reading for all countries 
of the world. The United States ranks below the Scandinavian countries and 
England in the per capita reading of books. If book stores find it impossible to 
stay in business the per ecxpita reading of books obviously will drop below its 
present, far too low, level 

One well-known chain of bookstores which operate 
New York Citv. and a larger number outside of New York, has found that 
husiness outside of New York resulted in 1950 in not one cent of profit 
operation in New York City produced a pront of 2 percent The differe: 
that New York happens to be a better place for bookstore 


ee 


} : ‘ } 
difference is the fact that in New ! hec Ise 1 st pub ers 
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and most books therefore originate in New York, the bookseller paid nothing for 


the delivery of his books from the bindery. The 2 percent difference in profit 
then between the stores in the city and those outside represents almost exactly 
the cost of carriage 
it has be the sense of the Congress for many years that the Government 
provide easy access to the printed word for all of its citizens It has wisely done 
s N half of newspapers It has wisely done so on behalf of maxazines. It at 
e did so for books And vet for no accountable reason it has deprived 
books of th: sane advantage in distribution. The fact of the matter is that 
I ) ( ribution of books is too high, and the rate as pro 
a li o the Interstate Commerce Commission is, as Senator 
] justifiable Moreover, it will Cause every retail bookstore 
e | d State erate a - 
1 re it hook ite if its eu ent leve While it 
) ‘ eli bvic y it uid | ad ite dvanta er the rates 
ended 1 1) ! mm ¢ the VPostn ter Generel o the Interstate Con 
Co ’ 
han that lf urge vo to give heed to the ad ce of the chairman of 
' : e and i his words, bring about “a readjustment downward.” 
I od 1 will n only right a wrong that has too long existed, and there 
be a life-saver for the booksellers of the country, but you will be providing 
a ny able service to education and to democracy 
e bill 1535, however, is a different matter entirely This is a bill to 
readjust size and weight limitations on fourth-class parcel-post mail, but. it 


equally to books since books are still carried as a section of fourth-class 

l though aleng with other reading matter they belong in second Class. 
his bill, by reducing the weight limitation from 70 pounds to 40 pounds in the 
he third to eighth zones, would either drive 
oks from the mails, or create great hardships on the current users. The latter 


effect is he more likely. 


irst nd second zones, 


his bill, if enacted into 





will create a major dilemma for the retail book 
dealer. On the one hand he is unable to take advantage of either low freight 

because of the minimum 100-pound weight limit, or of Railway Express 
hecause ifs $1.50 minimum charge automatically requires a high weight in most 





Ch he ¢ ( ind, because books are heavy, an order for even a few 
wou put the package well over the 20-pound limit specified in S, 1335 for 
I Deve Il the second zone 
There re more than a thousand pul lishers of books within the United States 
d all booksellers who attempt to maintain an adequate stock of books must 
ne time or another during the year deal with each of these 1,000 publishers. 
ha quantity of resources of necessity diminishes the quantity of books pur 
| from each publisher. Thus, with only rare exceptions can he, because 
we t limitations of freight and Railway Express, use those facilities 
Lie t vy dependent on the parcel post for his normal book shipment For 
book business the most advantageous weight limit lies somewhere between 
\ it imposed by this bill, and the 100-pound freight limitation In 
r we s, the 76-pound limit serves the purposes of the schools, the libraries, 
ad tl hookse r best 
ltl eh S. 1355 permits of a 40-pound weight limit in the first two zones, 


most booksellers would be subject to the 20-pound weight limit. The great bulk 
of books are printed and published on the eastern seabourd and therefore the 


20-pound limit would upply to all booksellers beyond the northeastern coast. 


The South, the Middle West, the Mountain States, and the far West, would all 


the victims of this weight limitation 


One further fact renders Railway Express an inadequate substitute for the 
parcel pos Evidence introduced at the hearings before the Interstate Com 


ce Commission shows that there are a substantial number of towns in which 
book stores exist which are not served by Railway Express. 

To repeat then, books are utterly dependent on parcel post for their distribu 
tion, Without the parcel post it will be very difficult and prohibitively expensive 
for readers beyond the first and second zones to obtain their books. Although I 
aking for bookstores, | know that this applies to the schools, the libraries, 
md the colleges of the country, The imposition of a 20-pound weight limitation 
will be one of the most effective conceivable barriers to the free flow of books 
in this country that could be imposed. 

On behalf of American booksellers, therefore, I urge that this committee 

oes 


exempt books from the provisions of S. 1335. Either of two methods are avail- 
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able—methods which would not only ;s tl weight problet u 
Wise provide an economically sound bos 
l Books can be remoy { from fourt ( wher ‘ j 
and placed in second Class, Where bot! ‘ 6 re } ’ r of 
matter carrie is much more ¢ ‘ 
ll Li¢ ou | 1 ' 
2 Sho a ol ( 
in be ke 
readil I no PAzZzine \\ . 
we I nel I I 
| per mee e re f 
3 ‘ tl he ‘ 
t] ) ) d 
heen « re« i } ( er ent 
’ t ’ 
Mr. ¢ ' ; 
Mr. GoopkKInp. First, sir, o1 lf of t ) bor ’ 
repre {1 ( t 1 é | nited ss ‘ i aif ( ( i ‘ 
IN) i? ' { ()! y ‘ i } } ¢ it ( ( 
1 ( | { { 
ms. doe), \ ALOK Litt 
There d hes re ad Lie ( } ne ‘ I 
vt h ( on tl } j } I of 1 } é ad 
! : 
Senator Joly ton furthe) state rail r¢ 
ean see no istif tion for he snl ¢ ! ' ‘ if | SQ 
in the petition to the Interstate Cor ( e ( 


_ ; ade : 
Those two statements certainly reflect the feelings of the kk 


j j | tot ‘ ] } ] 
selle of tie { hited States \ ho Per \ | * post ie wD i on hooks wa 
have been Poing ~«) for I} iV Ven } a roe it t } S entre De] i 

] ] } ' 1 : } 
ot ncreasing Hook ¢ mre _ for shipment of books throug the } - 
} 

du prior to t | last nerea ‘ hook rate I w yHrivilesed ti 
appear before 1 ct ttee, a it that time I stated that 14 
nereased rate would eo into effect it would have a disastrous effect « 

: ] ! 

the economy Oo} book stores mad VO ld } 97 TeS! It ut aow!l On 1 

°7 e > 1 . ’ y — 
distribution of books thro eho the United States. The econo 

} | , ] ! 1 4 | 1¢ 

Wert O Clear { { ce qd ho f » i) Ome TO YASS. ANC I we) 
f} d rrathe ‘oh Yo. neth ne, 1) rit | Om rye ( \ { 1 e { } { 

} } ] » 1 | ] 4 
not Cro] ped ror books, 2.4 perce r ot tne book store mn the | 
States went out of hus ness, 

‘ : : 7 , ' 

lo connrny that, w] Cll our own figure, we che ke | { 1) ! 

1 vst ( ld we 1 ! e | O mont © row) \ 
wie ] } ] { 
twice as many fallur Lie rt r Sto} iS EXTSte¢ or the e 

O49 and tor the whole of 1948 

] f { 4 , } 

I e Or | ths oee { 0 ( \ \ na adrasth l rt 
n the book rate is. I think, of more 1 tila nieaiinesenas 


Carrying that figure further, 1 obtained the last vear’s figures for 
one of the more suecesstul chains of ho k stores, a chain which ope 
ites stores In New Y ork City and elsewhe throu 
made a profit last vear of awpPproxr mately 2 percent. In their stor 
outside of New York Citv they made no profit whatsoever. T thi 
that this is parti ularly interesting as a fact. S eas Mr. O'Connor 
has stated, most of the publishers exist in the northeastern part of 
the country and a great manv are concentr ited in New York. bor 
sellers 1 New York hav the advantage of tree delivery of th 


‘ 


books. Vi hereas book sellel Ss outs de of Nev \ ork pay for carrving 
largely through the mails, and the cost of eat riage to these stor 
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outside of the city amounts to the same 2 percent that represents the 
difference between a profitable operation and an unprofitable opera- 
tion in this business. 

It is true this is just a business, but it is a business in which I think 
the national interest has a very great stake. 

I would like to make two more points. 

With respect to S. 1369, we feel that although it does not reduce 
the book rate it does hold it to its level, to its current level, and there- 

e feel that it isan advantage. 

With respect to S. 1335, howe ver, the reduction in the welght limit 
as proposed in that bill wi iT] cause a tremendous hardship to the book- 

ler because, one, he is unable to use freight which has a 100-pound 
minimum, he is unable to use railway express because of the high 
minimum cost, and the effect of the reduced weight in that bill will 
either be to throw him out of the mails entirely and with no existing 
alternative, or to cause him tremendous hardship. 

We, the ere fore, urge tha é t books eit] ier be take nm out of fourth class 
and pl iced | in second class, whic hi is the most desirable, or if they must 
remain in fourth class that a special section be set up with both a weight 


limit on a rate which is more compatible with the situation in second 


Senator Pasrore. On the ground that it is the dissemination of edu- 
cational matter ? 

Mr. Goopxtnpb. That is right, sir. 

Senator Pastore. And that the passage of this act wotld more or 
less curtail that activity ¢ 

Mr. Goopktnp. Drastically so. 

Senator Pastore. To the disadvantage of the public interest, is that 


not the point you want to make in your talk ? 
Mr. GoopKrinp. Yes, sir. 
Senator Pastore. All right. Thank you. 
Mr. Goopxinp. Thank you very muc h. 
Senator Pastore. We will next hear from Mr. S. N, Bradley. 


STATEMENT OF S. N. BRADLEY, PRESIDENT, WHALING 
DISTRIBUTING CORP., NEW YORK, N. Y. 


Mr. Braptey. Mr. Chairman and gentlemen, I have a prepared 
statement which I should like to have made a part of the record. 

Senator Pastore. That will be made a part of the record at this 
point. 

(The prepared statement of Mr. S. N. Bradley is as follows :) 


STATEMENT OF S. N. BRADLEY 


My name is S. N. Bradley. I am president of Whaling Distributing Corp., 75 
Varie ch Street, New York City. For more than 25 years we have been distributing 
merchandise via railroad, motor freight, railway express, water carriers both 
inlan d 1 and ocean, and the post-office service. 

Among this merchandise are: Advertising matter, books from publishers, 
catalogs, directories, bound and printed lists of individual firms or organizations, 
the modern manuals, and sources of information—all of which are the working 
tools of modern business. 

Because our shipments are in bulk movements of many individual packages 
and pieces, the merchandise named above is consolidated and transported by 
one or several of the common Carriers I have just listed, to the many distributing 
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points where we deliver them to the Post Office Department, for final shipment 
by mail to the addresses in the local and immediately adjacent postal zones. 
This is the standard procedure in this country, today, for all business products, 
and materials of this character. 

For the record, I wish to note that since the first occasion when I appeared as 
a witness at hearings on postal rates before committees of Congress, 1 advocated 
then, as I do now, a rate compensatory to the Post Office Department for the 
services which it renders for hire. 

I do not wish to go over ground already covered in these hearings. Therefore, 
I ask permission merely to state my opinion, that, for practical purposes of cost 
finding, the cost ascertainment serves postal uses about as well, and almost as 
accurately, as do the equally arbitrary and individually determined systems 
one finds in various private business organizations 

[ am aware that emphatic, not to say embattled, exception has been 
here to some of the conclusions reached by the post-office system regarding its 
costs. I must say, however, that, after almost 40 years in business, most of it 
in national and international transportation, 1 have been forced to the 
sion that the only cost-accounting specialists, even those with pi 
experience, who agree with each other, are two who are working fo 
firm in the same office—and not always even then. 

I had not expected to appear as a witness before you because no im: 
which I could be helpful, or were of adverse concern, or regarding which I had 
previously been of record, were scheduled for these hearings However, when 
a proposal to place books in second cluss was offered here on April 1 


) 
A ae 


taken 


conciu 


actical business 


that day 
I asked for and was graciously granted this time to testify, because it is worthy 
that I should and must. I oppose vigorously this proposal to give books the 
second-class rate, and I ask that it be rejected, rejected both as to policy and as 
to all principles of sound rate making. 

Iam aware, of course, that new legislation now on hearing here, S 
fies that books remain in fourth class at the present flat rate, 
distance transported, or cost to the post office. IT am equally aware, however, 


that, from what 1 have read in the Congressional Record and the t 


1369, speci 


regardless of zone, 


nSscript of 


testimony and questions and answers during these hearings, the question of 
admission to second-class rates of books of a commercial character, those pro 
duced and sold for a profit to the public, which is most of the books manufactured 
and merchandised today, is still wide open and a possibility, to say nothing ¢ 

being the goal of one of the most heavily financed, persistent, and determined 
lobbies in Washington lL should add, also, one of the oldest a 

I will return to this subject ater in mny statement, Permit me, now, to conce 


trate on the second-class aspects of books 


1) 


What you are being asked to do, is to rewrite by amendments to vario 


1s a matter of pol Cu 


lation now bef re vou the statutes govern 


a lon history of ay proval by many pre ious Congresses and previous ad 


consecutively.” 


I ask you, is there anything in this first provision which in any re te way 
‘fers to or describes a book *? 
Third It (the publicatiot must be formed of printed paper sheets. wit] 
ard, cloth, leather, or other substantial binding, suel s distinguish printe 
books for preservation from periodical publications.” 
There is the heart OL thie I tte its eTel nined ’ l { NYress¢ 
lministrations, and as commonly understood p stally the world ( I 
ore those concluding words Such as distinguish printed book or pre 
on from periodical publicatior 
(b) Historical and economic aspects of second class: 
Second class as a postal subclassification was ¢1 ted by the act f kel 
20. 1792, to aid the dissemination of current information, by helping wl 
at that time an infant industry, namely, the newspaper and periodical fic | 
day, newspaper and periodical publishing is no longer in its infa 


reached strapping manhoo 
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Mr. Braptey. For many years I have fought for the book rate for 
the reason that it has been propagandized before Members of Con- 
gress not in its proper light, that is, that the main proponents for the 
flat rate are not the old-line publishers, but is supported and heavily 
financed by the book clubs and reprint mail-order houses. 

There is today over 85 book clubs. Their reason for a flat rate is 

i they can add on additional charges for postage and include 
heir solicitation for subscribers as a means of cover-up. 
x to the President's proclamation in 1938 books moved through 
iil on zone parcel-post rates, The revular publishers shipped 
r books to the dealers, department stores, book stores, by freight 
or express, and at that time the large shipments were packed in cases, 
which caused an additional cost. 

Now, when this flat rate went into effect they used the Post Office 
Department as a freight-forwarding-transportation means. 


ne’ in 


1441, before the House at that time, I stated—that was the first 
postal rates that the Post Office Department would be 
freight-forwarding institution. J think it turned out that 


‘ 


he re iSO} why the hook clubs have set up their lobbies here, spend 


‘oe | 41 . } 
fabulous sums to have eithe flat rate or vo 1nto second CLASS, 


I have stated before. is because they ean add on this hidden profit, 
We a? 


» back to the hearing n) 1945. 


The gentleman that testified 
he did not care how much of a flat 


1 


here today at that time stated that 


rate fon wks there were, so lone as it was on a flat rate and not 
main oreal ization. The ore ntleman that 

e not only president of Grosset and Dun 

he National | think it is the American 

He is also a director of the largest book 

sthe record: The Book of the Month Club: 


“das a director. 


is nothing obnoxious about that. 
s that he is the main proponent for the 
ey can get this benefit. 
experience that everybody that 
\\ VY ol the othei 
mm way ot life. , 
But, 2 Thnel . the people 


ple merchand 


. I have no objection 
ligious books, books to 
sto students of all kinds. T have 
f fact, I have proposed that. 
" lope lia ¢ ' 
nutactured and }1 <duced and SO 
ce, LOO. 


tT] 1 


. When the President made that 

Purdham, who was Acting Post 
i statement the very same dav t} 

‘lamation was that the people should get book: 


Phe record speaks for itsel! 
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My contention is that books should go under the zone rate, the 
same as all commodities, except those books that are educational and 
cultural. 

In my statement you will see the advances and increases in the 
number of book-of-the-month clubs, even though there were advances 
ot postage rates. 

| just Wanht to bring in one more point, Mr. Chairman. 

There are books permitted, commercial books like law books, and 
I want to show you one particularly, that is permitted under thi 
book rate. This is a commercial tool for an industry, and still 
itis permitted under the book rate. 

Senator PASTORE. kor the purposes ot the record, the exh bit 
entitled “Moody’s Industrial, John Moody, 1949, American a 
Foreign.” 

And on the first page further identification : *Moody’s Manual 
of Investments, American and Foreign.” And it is known as the 
Moody's Investors Service, 65 Broadway, New York 6. N. Y. 

Mr. Brapiey. 1 happened to pick this copy up today in Wa 


ton from one of the banks. ‘There are thousands of publications 


] 
this kind that gothrough the mail at the book rate. 

| Say there should be a provision made for books that ime ten 
culture and educational growth. And the commercial and trade 
books should not have that. Not only do the American people pay 
additional taxes in order to Carry these books. but they are chareed 
additonal over the postage in order to make a hidden profit. hak Se 
iy objection, 

For that reason I think 


those particular books 
In S. 1369, it will bi 

ator, for this reason: ’ 

Oflice Department 


} 


arvest volume 


. Chairman. 


nator I 


pont. 





aceording 


R. 2945. is 


t post oles 


population of 
ound wells 
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books are sold over the counter. have never appeared before an 


mittee of Conevress these long vears 1 favor of the book rate. 
I happened to pick up last might in my folder an tssue of Publ 
Weekly of January 20, 1950, which lists the publishers that issue 


, , ran . : 2s 9 
he number of book for the vear. Lhere IS only five pages oft publis! 


ers 1m this country. ‘There are hundreds OTF then. ‘| hey have never 


ome before this committee, to my Knowledge, and f ive attended 
every one ot them. except the vear ol L947 when | Vil Hl. I repeat, 
thev have never apepared before you here and requested a flat rate 
for books. Thev have no interest 1n it. It is the main interest of the 
book clubs and the mail orders. because they have the hidden proi 

I see no reason why the American people should subsidize an incdu 

of that kind when they can well afford to make their ow yy 
make plenty of money. 

As a matter of fact. in 1950 the figures of the Book 
(‘lub here shows a net after taxes of $2,042.035.20. 

Mr. O'Connor. You are reading the habilities 

Mr. Brapiey. I am sorry. 

Mr. O'Con NOR. W ould vou like to have me find it tor you 4 

Senator Pastore. Let us not get into that. 

Mr. Brapuey. I do not need your help. nk can well take 
care of ny self. I have been able to al j 

Senator Pasrorr. I think so. You may proceed. 

Mr. Bravery. | will find it for vou mght away This compares with 
net income for the vear ending 1949 of 81.112.936. whereas this vear a 
cures. Is that right? 

Mr. O'Connor. That is the official annual statement, Senator. 

S perfectly correct. 
Mr. Brapiey. Are there any questions? 
Mr. O'Connor. May I have your indulgence for 2 or 3 minutes, 


tO make some factual statements for the record with respect to this 


> 2 as 1 aa 
net of SLL220.610. Those are the 1950 fi 


testimony ¢ 


Senator Pasrore. A ‘oht. ill give Mr. 
tunity to answer you. 

Mr. ()¢ "ON NOR, He made a Ll] ¢ the end thi: } Id line pub 
lisher had appeared, There ! in he Americ Publishers 
Council | heheve, about vO publ s] rs. and they hel ’ ll of thes 
publishers that are represented 1 Publishers Weel s havine pub 

shed books vear by year. 

| tlh t his president of the (mer anh Book Publ 
I customarily appear for them. They certainly are 
ate, and have instructed me so to state to the « ‘ 

I believe that anv amount of evidence that the mittee would | 
o have to establish the truth of mv statement th; ie old-line p 

sh a flat. unzoned rate. ' n be produ 
on later. [ could add it to the re 
1 well-suppor 
ippeared befor 
l\ not rm 


] ‘ 
»CLOW?)] 
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Mr. Brapiey. You do not mean to say that you are paying your own 
expenses. 

Senator Pasrorre. Let us not get into colloquy. 

Mr. Brapiey. Do not make those kind of statements. 

Senator Pasrore. All right, Mr. Bradley, please. 

Mr. O'Connor. I would like to mention also that Mr. Bradley, ] 
believe, is a freight forwarder. I do not know that he mentioned 
that. 

Mr. Brap.ey. It is in the record, right in my first paragraph. 

Mr. O’Connor. He said that I made a statement at a hearing some 
years ago to the effect that we did not care what the rate was so long 
us it was a flat rate. Well, that is patently and absolutely inaccurate. 

What I have said re peatedl|y at these hearings, and this was honestly 
stated, what the publishers believe, that we did not care what the flat 
rate was, so long as that flat rate bore an equitable relationship to the 
reading matter rate on second class. That is what I said, not that we 
did not care what the flat rate was, because that would have been an 
absurd statement to make. 

He also said that the etfect ot the book rate had been to make the 
Post Office Department into a freight-forwarding agency. That is 
hardly borne out by the Post Office Department’s own figures on the 
average weight of book parcels, which in fiscal 1950 was about 5 
pounds per parcel. 

Senator Pasrorr. What do you think of the strong argument that 
he makes of the commercial aspects of these pub vlicat 1lons, and that 
they can be passed on to the users / 

Mr. O’ConnN OR. I do not agree. 

* Pasrorr. Why should there be a preference and have the 
underwrite as a subs CQ the cle ficiency created by the mailins 
yp bli ations, which it is in fact. which can be passed on to 
who purchases it ? 
(‘oNNoR. We ould 5 erfectly willing to have Congress 
is also the rule for the magazine 


on the ground that it is edu 
It is impossible. You cal 
Moody book. I am a lawyer 


(Connor. T] is really a directory. I do not know what 

bout a dire tory, I believe that I could present a very strong 

hic h wou hd hink, onvince Congress with respect to the 

the books which are made and published for culture 

and educatl nd relig1o , Al d all ot the other purposes for which 


books are m ide. 


Senator Pastore. Could you make it on the ground that one is pub 


a profit-making institution and another by a nonprofit 
nStitu 1 

Mr. O'Connor. You can make that distinction, but practically all 
bool blished by institutions which exist for the purpose 01 
makn ra pr It. and ther »sin about a profit. 


Senator STORE. No, no, ! find any sin in profit. T was 
wonderin: if t fr ceo | } He Dass yn. L asked the question di 
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rectly of a gentleman from New York, whether or not there would be a 
substantial curtailment and he said yes, there would be. 

Would you express yourself in that regard ¢ Would there be, if we 
readjusted these rates; do vou mean to tell me that your book clubs 
would go out of existence / 

Mr. O’Connor. They would not go out of existence, but what they 
are all asking for is equitable treatment relative to other classes of 
mail which are performing the same function. 

Senator Pastore. That is the argument you make ? 

Mr. O'Connor. That is my whole argument. Churchill’s memoirs 
were published in Life magazine and they were also published in 
book form. The Duke of Windsor’s story was published in Life 
magazine and in book form. General Bradley’s memoirs are being 
published in magazines and newspapers and in book form. In on 
form they go for Li, cents a pound, In book form it takes 8 cents 
for the first pound and 4 cents for additional pounds. 

Senator Pasrore. Do they not pay a ditferent rate for the advertis 
ing material ? 

Mr. O'Connor. That is right. Advertising material should bear a 
different rate. That falls almost into the same category as circular 
matter and I am sure that Congress looks at it from that standpoint, 
but I am dealing now only with educational and cultural materials 
which are carried to the people. 

Senator Pastore. I get your argument. 

Mr. O'Connor. At the present time that type of material is sub- 
sidized SO percent in second class, in other words, the revenue from 
the reading matter, that is, from second class, taken as a whole, reading 
matter and advertising together pays only about 20 percent of the total 
carriage cost of second class. At the present time at the,existing book 
rate I believe that books pay somewhere between 60 and 70 percent 
of their carriage costs. So they have a subsidy. All I say, Senator, 
is that in the adjustment of co} GYressiol al poli Vv to the matter of the 
dissemination of information and cultural and pl inted materials, that 
what vou do for magazines and hewspapers vou ould do for books. 
That is my whole contention. 

Senator Pasrorr. I get your argument. I think it is pretty well 
stated in the record now. 

Now. Mr. Bradley, do you want any further time ? 

Mr. Braputery. If you include books in second class, vou have to tear 
down the structure that over many years a number of Congresses 
have built up, because it says spe ifically in section 34.20, Postal Laws 
ind Regulations, 359, as amended (39 U.S. C., 226), as follows: 

First. It (the publication) must regularly be issued at stated intervals, as 
frequently as four times a year and bear a date of issue, and be numbered 
‘onsecutively. 


I ask you, does that apply to books? Can books comply with this 
condition ? 

Then it goes on further to say: 

Third. It (the publication) must be formed of printed paper sheets, without 
board, cloth, leather or other substantial binding such as distinguish printed 
books for preservation from periodical publications, 

There is the heart of this entire matter. This is not the first time 
that the book clubs have been working to obtain that. Thev have beer 
doing it over the years ever since the book rate went into effect and 
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that the various C 

the Presidentia 
Mr. (soodkind Ih) ide apout these book STOTeS eroing oul 
Wel 


ll, is it not a faet. as Mr. Goodkind will admit, that 


] 
I 


a statement 


1 Wi it of business ts that their main com 
| business. through the book clubs. QO 
the record of books like historic books have decreased in num 
publ ti a ‘ books of 1950 show 


trade | a tremendous 


ie 


ook elu 


ith is practically 
ie rt 
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Issued 


‘| hat spe aks fo) 
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hooks Tie 


itter the 

Mr. Book Sellers Association is opposed 

to book ict. We have filed a complaint with th 

ral Trade Commu hat ison acompletely different matter. 

With respect | ; rate, we stand as one with all of the pub 
lishers whose books we sell. 


) ist of books which Mr. Bradley 
icated as having beer tbhi 


ptif ‘ 


published in Publishers Weekly. 
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of the educational 
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e preservation ot 
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statements in f 


DAVIy M. RooNRy 
We. E. WrRiGH1 


Son 


& 


National Retail Dry Goods 


tree of the 


department, 





ADJ I 





S16 ADJUSTMENT OF POSTAL RATES 


(A letter dated April 25, 1951, from the Association of American 
University Presses, is as follows :) 


ASSOCIATION OF AMERICAN UNIVERSITY PRESSES, 
Vorman, Okla., April 25, 1951. 


Hon. OLIN D. JOHNSTON, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR JOHNSTON: I greatly appreciated the opportunity of testifying 


before you on book postage rates in the Senate Post Office and Civil Service Com 
mittee on the morning of April 24. 
In my testimony on April 24 before your committee I added to my prepare 
if +} 


Statement an expression of appreciation on behalf of the association for the b 


S. 1369 introduced on April 23 by you and Senators Douglas and Dirksen, whic 
f mong other things in a freezing of the present bo 


and prevent h book-rate nereases and 10-pound 


e Commission Ve 


would result 


tatement in introduc 


ntroduced against 
ird to convince mé 


ook rates mor 


ssiol 

I l ‘ la witness » testify on S. 156 

rate bill, and 8. 35, the fourth-class weight-limit bil 
scheduled | ‘e your mmittee 26 and 27 and May 1 
therefore, N » Associati fF American University Presse 
limit provisions of S. 1335 

lid apply to books. ¢ fle n April 24, the proposed 10-pound limit 
book postage rate ained in the proposals now pending before the 


p> as the 


rstate Commerce mii ) » very damaging to the distributio 
f books published by i ity ‘esses. The weight limits of 40 pounds 
he first and ond postal 7 Ss and 20 pounds in the third through eigl 


, ) 


urse, be even more damaging because these weig 

absolute barrier to book shipments through the mails 
hts. Since there is no comparable weight limit 

ter carried as second-class mai magazines al hewspapers 

8. 1335 would constitute a sey > | unjust discrimination aga 
n books If books are removed from » fourt lass mail eat 

second cla i Vi “ave ’ qd oul 1-¢] ight li 


» books in st 


should be 1 


Porrer Cowles, 


Necretary-Treasure) 


\ statement of Law rence S Lunders., president, W. B. Saunders U 
ical, scientific, and educational publishers, Philadelphia, Pa., is 


SAUNDERS (Co., Meni 
ADELPHTA, PA, 


post weight limit as pro 
R. 38465 is vitally important to 
educational texts and reference : 
uch books because the restrictions wl 
higher costs to consumer which they w 
militate against maintaining and further 
» of the United States. 


} 


MO 
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Let me explain these generalities in specifi | first in connection with the 
proposed increased postage rates for books, and, second, the proposed reductio 
of package weight 

1. Books are now in a eategory of fourth-class mail Te lieve books 

j inl classifieation in the category of i i 

as magazines and newspapers 
believe this and urge this because 


iblished solely for their literar 


‘e even now neal 
reading matter in ond-class publicat 
t. Books are certainly as important ed 
must be admitted 
5. If the now existing discrimina 
rther : proposed the b 
t woul rk a severe 
ublic because one 1e other 


Lission, 


iv the added cost of 
the higher consumer price of 
6. Since 1942, the post 
7. The manufacturi! 
high, with every prospect of 


\dval 


because of rapid scientific 
graphic-arts factors—all these conspire 
those pl wed on general literature Any 
fore, is by that amount just another det 
vancement, 

S Many of our textbooks are, 
have a mailing weight up to 
first pound and 4 cents for each additi« 
a book 32 cents The new proposed rates 
cost 40 cents or an increase of 


25 percent 
9. The above per-package mailing 
multiply this by the literally 
mail during the 12-month pet 
becomes distressing|ly large indeed 
10. Passing this added distrib 
long if must be—would 
and production 
11 The cor 


rend 


he 


the lit 
nit of 10 poun 
the cost of book distri i n ala is degres 
Let us take the fifth z it Which go ar stir <d 40 


percent 
1.000.000 individual 


2-month 
these packages we 
nz to individuals contain e than 
48 cents anywhere it } nited State g 
If this 11-ponund package were broken down int 0 ag of 10 pounds 
nd 1 pound respectively so as to keep within the weicl t, they would cost 
at the rates proposed by the Postmaster General and in > bills now 


hefe 
the Interstate Commerce Commissio! > cents I 


would have 
added 15 cents to cover the cost of additional box and boxing, label and 
This would make a distribution cost on these two packages of 67 cents 
48 cents noted in paragraph 2 gain multiphy this 19 cents increase by 
mately 400,000 packages sent i . fifth zone in a 12-month peri 


as as 
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simple calculation shows that there is an additional distribution cost for 
ne zone alone of $76,000 to be paid by students, teachers, 


to 
ictitioners, and others. 
f. Should a package of say, 


bookstore shipments—be sent into the fifth zone, it would of 
pare el post, or ¢ Ise be broken down 


shipment at the present rate would cost $2.04 and, 


at the new rate, 2.89 
the i fth Zone, or 


S5 cents more—or an increase of almost 42 percent. 
lo summarize: We would 


Books placed in 


tha 


libraries, medic: 


0 pounds—which is not unusual at all for colleg: 


course have to 
into five packages of 10 pounds each. Suc 


il 


1d scientific bool) 
‘al, and rese: 
’ are l in acti if <dicine and other biol 
ceie t’s 


We, therefore, urge you 


in postal rate 


amendment 


\ letter dated Apri 
Portland, Oreg.. 1 : e 


Is as i 


WooL_EN MILLS, 
Ored 


rtland 4, , April 28, 1951 
AN AND My PERS, 


ce and Civil Nev 
E. W. Haggerty 
My purpose is 


Washington, 2). f 


‘egistered a very and complete protest against the reduct 
of parcel-post packages, which was in 
Committee on Post Office and Civil Service, United St 


session, on H. R. 2945, an act to 


2%, May 2, 4, 9, June 27, 28 and . 10: pages 309 ¢t 


review these statements which ren 
Ixpress has applied f | 


for anot 


gress, second 


the 


make some mathen 
We feel this 
irastic and extreme 


al calculations of your own to confir! 
misleading, unreasonable, and far t 
impose on a service that furnishes 74,000 delivery medi 
ind has maintained present size and weight specifications since prior to 1920 
3. The Postmaster General stated in his testimony on April 27, 1950: 
The Department [Postal] did not recommend any changes 
parcel post weight and size limits.” Please refer to page 28 of the hearings met 


reduction is 


to 
t 


the Pendleton Woolen Mills 
passuce ¢ f Senate bill No. S. 13: 


ite with the « 


in the present 


> 
> 


uded in the publishes 
ate 
readju 


» ededed 
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tioned in paragraph 2 above for ft 
Postmaster 


irther 
General, such 


as: 
. administration of the proposed 
ult and seriously hamper the accept 
‘It would al 


nd second Lil 


Lite a al 
© discriminate against patrons ser 


1 
rvt 


hing possible should be d 
presented, Anything 


opment 


ne 


busil eSS 


Any 


GO 


cient Government f 
il Department Any d 


Le 


y drastic 
adverse effect on business 


Senator Pasrorr. The committee will 
LU o'clock to conclude the se hearings 

(W lereupon, at 1:50 p. m., the comm 
on Wednesday, May 3. Avot 


yi, al cL. 
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WEDNESDAY, MAY 2, 1951 


Unrrep STATES SENATE, 
IVIL SERVICE, 


( OMMITTEE ON Post Orricr AND ( 
Washington, D.C. 


committee met, pursuant to adjournme nt, at 


Jo 


‘he 
+5. Senate Oflice Building, Senator Olin D. 
residing. 

Present : Senators Johnston and Carlson. 

Also present: Nelson B. Wentzel, Deputy Assistant Post 
General. and J. Austin Latimer, chief clerk and counsel. 

The CHAIRMAN, ‘The committee w ill please come to order. 

Our first witness this morning is Mr. Paul H. Bolton. 


STATEMENT OF PAUL H. BOLTON, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF WHOLESALERS, INC., WASHING- 


TON, D. C. 
\IRMAN. Mr. Bolton 


aul H. B m of Washington, D.C. I 
of the National Association of Whol 
are in the Nation’s Capital. This is 


clatiIONS Nn spe i 
tribution, These 


itegories of wholesale clisti include: The Wholesale 
yi'y Goods Institute. Ine.: National Wholesale Druge sts’ Associa 
National Association of ‘Tobacco 1) stributors, Ine W allpane I 


"h lesalers \ssor mtion: An erican (‘onal Sales A sso mtion: Na 


onal-American Wholesale Lumber Association, Ine., and Atlanti 


Millwork Institute, Inc. 
[ previously appeared before your committe 
lla the Interstate Commerce Commis 

| 


epresenting the interests of these wholesale dis 


Botton. My name is | 
executive vice president 
) 


ile Is, Ine.. Whose headquarters 
1 trade association whose members 


nphasis upon the problems of those membe 


' . } 
wo} who are tareve ise] ot parcel-post 
{ 


rat rally opposed to the roposed ( 


st) limitations of 


{ FAIR. 
Boron. 
Mr. Bouton. Well, 
he 1C¢ Ie and as We 


ourge that the committ 





§22 ADJUSTMENT OF POSTAL RATES 


The CrarrmmMan. The committee is going to raise some revenue some 
where. We have vot to have it. 
Mr. Borron. We make a point on that, Mr. Chairman. 
The Cuamman. I just wanted to get your point clear in the record 
Mr. Bouron. We are speaking for that small country store which 
a big factor in this picture. 
In our previous statements we have sought to strongly emphasize the 
wholesale distributors have come to rely upon parce] 
} 


} 


post delivery. Even though manufacturers ship bulk orders by rail 
and motor freight. it is an increasing factor that the vast proportion ot 
orders to wholesalers and wholesale firms shippn ¢ out to the thousand 
of retailer customers, are best served by parcel post delivery. 
During the long days of testimony to which we have carefully lis 
iened, as oly en before this committee, as well as before the Interstate 
Commerce { ommissiol , we are stronely re inforced In our realization 
of the importance to our national economy which prompt parcel-post 
delivery has made possible. In remote rural areas and in tens of 
thousands of widely scattered towns and villages, items of dry goods, 
tobacco products, drugs, wallpaper and hundreds of other lines are 
thus made quickly ivailable in wide variety at modest cost. The 
st indard ot liv ing ot million ~ oft rural residents 1s thus improved he 
cause the local retailer ca ill in his stocks promptly by parcel post 
pments from wholesale sources. 


le noeThnsTto wl 


Phen ti sand fis , » | ive heard quoted, the more this sit 
mat miractes of American me! 
I ok al t | Clr OWN daily record 
el-post rates and parti ularly 
| have a deterring 
izingly built 1 


ted. specifi ( ps ‘ative figures 1 
ses would have in the dry FOOC 


ves, representing the Wallpape 


Of othery 
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sumer, If the Post Oftice 


nomic health and prosperity of 


il 


stantial increases in cost alone to the co 


Department wishes to serve the eco 
ts people, it can well give earnest thought to the importance of effect 


definite economies in other avenues and categories of postal sery 
1! detail. nicl TO ( } . 
; han sth) W 


r 


o 
©, as have been considered 
irifty parcel post distribution mec] 

building today’s high standard of rural 


Lhe Interstate Commerce Commissiol 


ive been elaborated, has not vet rendered 
r¢ ‘ess of evaluath uy the data presented. ‘| 
he basis of hearings before vour committee 
ent action by Congress, directil a that the questio} 
nad welgvht lim tation be pl iced before the Inte) tate ( 

strongly urge that your committee t 


ti] 


} 
nerelto 


oer : 
held last 


ss1on fo solution. Wwe 


roposals for new fourth-class postal charges w 


SSION has had an opportunity to rule on the: 
] ! 


vefore that ¢ ‘oOmMISSION. 


ister General now 


Mir (*} 
which was separately presented by their exe: 


is in the hands of Mr. L 


as mailed to you and 1s in the a 
= 1 | 
mn the recorad 


urman, the statem« 


vested that this be submitted 


eng rend. 
The CHAIRMAN. 


“a. 


»staten 
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6. Therefore I conclude, that on the basis of hearings by the Senate Post Office 
ind Civil Service Committee, held less than a year ago, and subsequent actio 
by Congress directing that the question of adjusted size and weight limitation 
I laced before the Interstate Commerce Commission for solution, your com 

e table any proposals for new fourth-class postal changes until after th 
mission has had an opportunity to rule on the application of the Postmaster 
General now before the Commission. 
ne e CnairMan. Are there any questions / 
ator Cartson. Mr. Bolton. 
Ir. Be LTON. Yes, sir. 
enator Cartson. I think we all appreciate the value of parcel po 
to the people, especially in the rural areas. I note one sentence 
Vol ir statement that 1 wonder if we coul i get a clarification on. ly 
the Jast paragraph on the first page you state, “The standard of living 
yt m is ot rural resic hts 1s thus improved because the local 1 
tailer can fill in his stocks promptly by parcel-pest shipments ee 
wholesale sources.” Do I understand i n that statement that the: 
rt prese nt are using parcel post whe h t] ley mig] 
well be us hg some other agency for ju ST STOK king the retall stores ? 

Mr. Bouron. There is no other agency that can reach the s1 
second-, third-, and fourth-class post offices. They are those little 
merchants who operate on limited capital. The wholesaler become 

banker as well as his source of wap een The wholesaler 
the belt line that carries the products of the American manufacture! 
to those remote locations. The reason that iio farmer could vel the 


ee } ; 
whotesaiers that you 


hal 


tem he desired to purchase from the crossroads store is because hye 


able to get delivery of that item through the parcel post an 
: nas } si The nall-t rehant 
k of quick delivery. he small-town merechan 
] 
i 


? eT wor 


>to have too much invested ecapit depend o1 thre 


ying his warehouse and his banker, and his source 


x. You refer to t) 
Phat is correct. and 
‘an rural merchandis!} . 
Now we are going to h: ‘lieve, a defi 
to eall it | deficit, It 1S ¢ og ah eXcess of expen 
of probably $105,000,000 in parcel post. Do 4 
ons to he Ip is out on that 
have tried aw fully hard to be consist 
sional committees to think mn terms of eco 
ee SO MmANV evi de neces of cha 
at a small-town marcha 
We think our economy will 1m 
xactivy break down but wil ‘greatly impaired if that situation 


iltered. | \ | fr kk state Wwe ; . ! ich more cor cerned about t | 


shoht incre: 


] 
nore Today 
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charge against that total deficit which parcel post is making. It 
eems to me there has been plenty of evidence brought out to show 
here is disparagement in the accuracy of those totals. 
The CuHarrMan, You cannot get your goods delivered any cheaper 
n any other way, can you 4 
MI. Boron. No. 
The Cuarrman. And the truth of the matter is you could not get 
iem delivered as cheaply as we can deliver them by parcel post if 
he mail was not being delivered to various and sundry other people. 
It all dovetails in with one another. 
Mr. Botron. That is right. but out of the 34,000 post othices there 
ire probably a very large percentage of those which represent the only 
hannel of distribution through these merchant sources. There is no 
omen office, or they have to drive many, many miles to an express 
‘fre ‘igh t i" SO they get fairly sizable pac kages by the parcel post. 
The Cuamman. And the reason the e a ss companies do not give 
iat service to you is because it would be entirely too costly, isn’t that 
true ¢ 
Mr. Bouron. That is true, obviously. 
The CHARMAN. We want to be fair with everybody that comes 
before us, but we have discussed time and time again the question of 
hether or not to increase the rates now or wait until after we have 
made an investigation. I just want to say the committee as a whole, 
so far as I am able to find out, has stated they are not in favor of hold- 
ng it up until we can have this investigation made, but the committee 
in favor of making some increases in rates at this time, and then 
hey can make an investigation to see whether or not a readjustment 
hould be made in the clitterent classifications. h } an eakl go 
or the whole committee when I make a stateme: rS Ky 
Senator CARLSON, ‘That seems to be ire neral, J 
The CHatrMan. It is general. so far as I have 
Senator CARLSON. My thought, Mr. Bolton, was that the 
epre sent would not be affected by . lood. would { ey, | 
fact that that is in the rural areas? 
Mr. Borron. They would be very greatly affected. 1] 
efly to some statements which were included in our testimony bi 
ore th Ss committee a year ago. We found avery large number of the 
i olesal dry woods firms sent a vast portion of their total dollar vol 
»out into those rural areas 
The CuatrMan. This bill limits the weights and measurements of 
cel post shipments. 

Borron. It takes that into account. We are heartened by the 
ct that it is not as strenuous in those limitations as some previous 
oposals to your committee have been. For instance, in the field of 
Ilpaper shipments of room lots of wallpaper to a retail store. they 
rry a sample book, they do not carry vast lots of wallpaper in the 
ral store, they have a Say le book and the farmer's wife comes in 
| picks a design of w Hpsper from that book and that wallpaper is 

lered by mail. If these limitations were — t would be 
Vs ally impossible Lo ship the average room lot of w: yall pape rand 
would mean bringing the thing in by individual packages, which 
uld increase the package rate as well as the whole sale rate. 

The CuarrMan,. There are two lines of argument here: One 
e Post Office Department contends it is not f asibl when you 
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them down and make these exceptions that are made in S. 1335, they 
say it would be impossible to really operate under that restriction 
Do vou have an LV comment to make about that ? 

Mr. Bourton. Well, from liste ning to the various witnesses over thi 
long period of weeks I wathe red that the baby chick industry and 
nursery industry and a lot of these others that are so drastically 
affected may make exceptions anyhow. The few involved in the in 
dustries I represent will just be a few additions to an already im 
portant list of rural exceptions. 

The Cu AIRMAN. Are there any other questions 

Senator Carutson. Mr. Chairman, I want to get ! 
understand this bill, it does not affect the delivery or change the 
present size and weight of packages mp ped in the rural areas even 11 
the first and SeCCONC-CLASS CITIES, whe nh vou ret up to the city limit 
you still carry them. and on third- and fourth class offices there is ho 
dl they ‘ence is that meht / 

Mr. Bot ron. I w derstood there was a mild change, but that thers 
was some limitation. Our cou | interpreted it that way. IT may be 
ong. We are very alert : ager al dl cle] ehted to be corrected 

we are wrong. 

Che CHarrmMan. Here is the exception that we were speaking of 
few minutes ago: 

office or on any rural or star 

Class post office or for delivery by any 

any third- or fourth-class post office 

’ | shall be 100 inches in girth and 

enzth combined and the limit ir ight mall be over S ounces and not exceed 
ing 70 pounds 

That is t he same asthe pre sent law 

Senator Carison. Yes. 

Mr. Bor PON, We fot our copies ot that bill very late and the V were 
ushed to our counsel for some interpretation. If that is true, ther 

ire very delighted and that cancels out the third- and fourth-clas 
st a reference that we made in the statement. 

qT HARMAN. The main question raised on this bill then a bee 

or not it would be feasib le tor the post oftice to han lle it wit! 
» restrictions in it. 

Senator Carison. That is right. 

The CHarrMan,. Isn't that the wav you understand it / 

Senator Cartson. That is the way [ understan di it. 

Mr. Bouron. That isthe vy vay they ar ‘handling it today. 

The Cuamman. They are making an exception in third- and fourth 
class post offices and rural routes that are different than in the cities 

Mr. Bouron. It would be hard to define the point of origin of these 
shipments. 

The Coairnman. That is the question that I was raising. 

Mr. Bor ron. IT can see the difficulty. 

The CHarrMan. Weare certainly glad to have you come. 

Mr. Bowron. We are looking after the interests of the small rural 
merchant who is the chief customer of the large network of wholesal: 
distributors. 

The Cuairman. We appreciate your coming. 


The Cuarrman. Mr. O'Neal. 
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STATEMENT OF SAM 0’NEAL, WASHINGTON REPRESENTATIVE OF 
THE NATIONAL COUNCIL ON BUSINESS MAIL, INC. 


Mr. O’Neau. My name is Sam O'Neal and I a » Washington 
representative of the National Council on Business Mail, Ine. 


Just by way of observation In response LO your last remark to the 
previous witness as to the feasibility of handling the parcel post 
o far as the post office is concerned, I hope ny Statement will convines 
he committee that 1t is also very difficult and it would be very dillicult 

( pe col front i wit 


ndustry to meet the situation that they a I 


t 


| this bill were to be passed, 
Mir. Chairman and members of the ce mmittee: £ am gratel 
to express the \ 


he opportun L\ Ot uppearimg | efore vou today 


National Couneil on Business Mail. Inc.. regarding 


OU members 


l 


‘h have 


ourth class mal 
rour members. 


COUNCIL OPPOSES 


The counell most StTrenuoustly Opp 
i} i 
pie to our ment 
ystem should 
tations a 

bill, msotal 
Is ( oncerned, propose oe 


Bi l‘o reduce the weight limitations « 


econd zones trom 70 to 40 pounds : 
To reduce the weight limitations of parcels m: 


rough eighth zones from \to YO pounds: : 
rinvt} 


‘To reduce the ove Net and © { 

ones trom 100 to 7: 

lo ay the comp! 
Wing llustrations of the appl cations of the new limitations o1 Clie 
ze and we aa oft parcels iust 

Parcels weighing up to 70 pounds : 
dimension may be mailed from any post office to an \ third- 
ourth-class post office or rural route address in all zones. 
weighing up to 70 pounds and measuring up to 
be mailed from any third- and fourt! 


Ss which are boul 
] 
} 
De con iddered 


ind measuring up to 100 inches 


2. Likewise, parcels 
1) inches in dimension heey 
lass post office or from any rural route to any pos ( office. 
3. However. parcels mailed from eI first- or second-class post 
thee to inother first an ; ecol cd class post otlice in the first and second 
one may weigh up to 40 pounds and not exceed 72 in in lengt! 
ind girth combined un a addressed to rural or star route at that 


office. 
t. Moreove Fs 


any parcels miuled from anv first- or second-class post 
fice to another first- or second-class post office in the third to eiehth 
20 pounds and not exceed 72 inches in lengt! 


one may weigh only 
ind girth unless addressed to rural or star route at that office. 
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Under these applications, the parcel-post traffic handled will con 
sist of : 

(a) Parcels weighing up to 70 pounds measuring up to 100 inches 
in length and girth combined, moving from a third- or fourth-class 
post office or rural route to any post office in the United States, and 
vice versa 

(6) Parcels weighing up to 40 pounds and measuring up to 72 inches 

1 dimension moving between any first- and second-class post office 
sil another first- or second-class post office in zones 1 and 2; 

(c) Parcels weighing up to 20 pounds and measuring up to 72 inches 

dimension moving between any first- and second-class post offic 
and another first- or second-class post office in zones 3 to 8. 

Under the present law, all parcels are required to conform to a single, 
uniform weight and size classification, uniformly applicable to all 
post offices in all zones. 

Under the present law, only the following factors need to be taken 
into account of the postmaster and clerks in every post. office and by 
the mailers of parcel-post packages: 

The size and weight of the parcel; 
The zone to which it is being sent; 
The amount of postage to be applied. 

The simplicity of the parcel-post system with its simple, uniform 
weight, size, and zone rate schedule, uncomplicated by any variable 
we ight, size, and classification of post office, such as are now proposed 
in S. 1335, has made it simple and easy for the users of parcel post and 
have attracted them to the parcel-post system in preference to rail 
way express and other transportation alae The convenience 
of uniformity and simplicity perhaps has been as important as low 
rates in the preference for parcel post over railway express. 

Under the proposed variable limitations in size and weights, post 
masters, and clerks at all first- and second-class post offices must deter 
mine mailability of all parcels weighing over 20 pounds and measuring 
more than 72 inches in length and girth. Under this proposal parce! 
would he: = 

Checked for the class of post office to which the parcel 
dressed : 

2. Examined to determine whether intended for city delivery o: 
rural or star-route delivery; 

Classified as parcel-post zone, whether destined for one of t! 
first 5 or for zones 3 to 8: 

+. Classified according to weight, those weighing between 20 and 4 
pounds, and those weighing over 40 pounds; 

5. Classified according to size, those measuring up to 72 inches an 
those measuring between 72 inches and 100 inches; 

Judged as to the application of the various restrictions; 
7. Rated for the amount of postage. 


LIMITATIONS WOULD COMPLICATE OPERATIONS 


The separation and classification of parcels by weight, size, zon 
and class of post office te determine mailability is a much slower and 
more complicated operation than the present determination. 

“en iilers of parcels fall into two broad classifications—the genera 
public who take their parcels to the post office where they are ind 
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vidually weighed, zoned, and rated for postage, and the large business 
mailers of parcel post who mail in large volume and usually prepare 
their mailings, weighing, zoning, and applying the rated amounts of 
postage. 

The general public will be confused and will have difficulty with 
the proposed variable size and weight limitations. Even those 
familiar with the regulations and who deal with them almost daily 
in their business operations find it difficult to understand the applica 
tion of this proposal. The general public with less experience will 
therefore find it even more difficult, and they will suffer from the re 
sulting confusion. 

The large shippers, of course, are expected to have their parcels 
onform with the new regulations, but the difficulties and problems it 
volved to the shipper are not understood or appreciated by those who 
support the proposed revision. Large shippers of parcel post as a 
rule make their sales from catalogs, circulars, and price lists. Ship 
ping weights of all mailable articles are shown in the description of 
the article. 

Articles which are not mailable because they exceed either the 
present 70 pounds weight limit or 100-inch size limit, or both, are 
plainly marked as “not mailable.” Catalogs, circulars, and price 
lists carry a simple parcel-post rate table which shows the amount 
of postage for each weight parcel from 1 to 70 pounds to local, first 
through eighth zones. 


ORDERING FROM CATALOGS WOULD BE DIFFICULT 


A person who orders from a cats aloe or circular determines the 
unount of postage required by checking the weight of the articles 
ordered against the parcel-post rate table. The weight and size limita- 
tions at present are of no practical concern to the customer because 
now unmailable articles are clearly indicated as such and also the 
present weight and size limitations apply to all zones. 

So far it has not been possible to devise any simple method of key- 

ry articles listed in catalogs and circulars which would make it pos- 

ible for the customers to determine whether the articles they order 
ire mailable or not under the proposed restrictions. 

On single articles when the weight and size exceed 20 pounds 
72 inches each deseription could carry a statement such as, “To deter- 
\ine whether the article can be sent by parcel post to your post office, 
see Instructions on page —.” These pages would carry detailed in- 
formation of the size and weight with explanations to help the cus- 
tomer, 

lowever, there is no solution for informing a customer whether a 
multiple order—an order consisting of more than one item—after it 
as been packed wil! come within the various sizes and weight re- 
trictions. 

The business firms receiving these orders would be in the same 
lilemma. All orders would have to be censored before they are filled 
ind packed for shipment. On multiple orders the shipper is helpless 
is multiple orders do not follow any fixed pattern. The mailability 
‘f multiple orders can only be determined after they are filled and 
packed and placed on the scale for weighing and rating. 
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When parcels exceed the limitations, they must be cast aside, 
opened, separated into more than one parcel—or some article or 
articles left out and repacked. Where this can not be done, the goods 
must be returned to stock, and the customer notified that his orde: 
could not be mailed. Then orders cannot be diverted to express be 
cause of the higher express rates, the high minimum charge, and sur 
charge fees, without first obtaining the customer’s permission. The 
present weight and size limitations allow sufficient latitude to cover 
multiple-items orders. This would not be true under S. 133 


PARCEL-POST SERVICE IS NOT RESPONSIBLE FOR DECLINE IN 
EXPRESS SHIPMENTS 


Proponents ot weight and S1Ze limitations arcue there is a direct 
relationship between the decline in express shipments and the 
crease in parcel-post volume. The council disagrees most emphatical 
lv with this contention. The fact is that parcel-post volume in the 
1950 fiseal year was only 1.6 percent greater than in 1948. During 

the same period less-than-carload express shipments declined 


percent. 

The CHarrmMan. Have you got 1949 there ? 

Mr. O’Neav. No; I am just taking a comparison between 1948 and 
1950. I can get that for you, if you desire. 

The Cuairman. That is all right. 

Mr. O’Near. Even though every bit of the parcel-post increase had 
been formed into express channels such shipments still would have 
shown a substantial decline. 

The express company reports a decline of 44,000,000 less-than 
‘arload express shipments between 1948 and 1950. This is estimated 
by company officials as the equivalent of 88,000,000 parcels since the 
average shipment contains two packages. Since there was an increase 
of but 16,000,000 pareel-post packages during this period, it is obvious 
that the business went to trucking companies, freight forwarders, cat 
consolidating services and the like. 


VOLUME BUSINESS DECREASES POSTAL DEFICIT 


been fallac iously argued by those who desire to curtail t 
‘l-post service that the express company needs more volume so 
make more en wh tile the Post Office Department’ s deficit 
would be reduced if it had less volume. The economics of operatior 
are the same in on instances—the wider basic operation can_ be 
spread the more efficient the operation. 

Postal deficits have not been caused by the more intensive use of 
the Department's facilities. They are the result, as Postmaster Ger 
eral Jesse M. Donaldson has shown time and again, of greatly in 
creased operating costs higwher salaries and wages, heavier trans 
portation costs and increased costs of trucks, mail bags and oth 
equi pment. 

The Postmaster General has pointed out that operating costs hav 
increased by more than $1 billion since 1945 while the postal deficit 
now is estimated at approximately one-half billion dollars. 

Data submitted by the Department in the latest United States budget 
report show clearly that productivity per man-hour has increased 
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substantially as a result of the increased mail volume in the last 5 
years. Unit costs most certainly would have been — antially greater 
without the increased mail volume and, therefore, it is absurd to con- 
tend that unit costs of handling mail can be pieueel by reducing 
volume. 

Low parcel post rates are the result of large volume combined with 
simplicity and low cost economical operation uniformity and sim 
plicity making operation and administrative supervision economical. 


WHO WANTS THE WEIGHT AND SIZE LIMITATIONS 


1335 would benefit onl} its sponsors the Railway E xpress Agency 
wid. the emmplogene of hat agency, and mail users ‘dentified with the 
National Council on Business Mail serion isly doubt it will accomplish 
anvthu ig ap prox! lating whi ub its propon ents believe it will. 

Membe ‘rs of this committee are quite prope rly concerned with the 
irop in employment in the Railway Kxpre Ss Age nev, but we earnest ly 
request this committee to consider the impact such a measure as this 
would have upon employment generally. Certainly, if the diversion 
ot any ap ypreciab le volume ot parcels from parcel post to express 
were to follow the reduction in the limits of weight and size for mail- 
able parcels, it follows that it should result in the laying off of a large 
number of postal employees and, thus. negate any gain Nn xpress 
\gency employees. 

Proponents of the bill, in their appearances before this committee 
recently, quoted extensively from what the Pos tmaster General has had 
to say in the past on the subject of weight and size limitations, but 
th ey neglec ted to tell you that Mr. Donaldson has said that such pro- 

visions would be impossible to administer and has voiced many other 
serrous objections. Ap pearing before this committee on April oT. 
1950, the Postmaster General said: 
It (the proposed weight and size limitation) would discriminate against patrons 
rved by post offices of the first and second classes as some of the first class and 
any of the second class are served by no other means of transportation, and 
ch patrons must depend on the parcel-post service to send or receive shipments, 
\ further discrimination would result in that the proposed weights of 40 and 20 
pounds are lower than the 44-pound limit which applies to parcels mailed to 
any foreign countries 

We do not, however. attempt to speak for the Postmaster General 
on this Important issue. We sugcest that the committee vet the views 
of the Department from him or an authorized spokesman. 


SUMMARY OF OBJECTIONS TO 8. 


lo summarize briefly, the National Council opposes S. 1335 be- 
vuse— 

1. Weight and size limitations would be confusing and inconvenient 
to the mailer, and uupractical and costly to the Post Office Depart 

ent to administer. 

Ze Industry s operat Ing costs would be increased because of the ad 

tional handling and sorting necessary to comply with the restric- 

ONS. 

. There would be a very substantial decrease in dvi post reve 

nues and this would make necessary giving ¢ esta ration to additional] 


- 
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op increases to cover overhead costs that would not be eliminated 
by the loss of volume. The direct loss in revenue from the weight 
limitations alone would exceed $55,000,000, based upon current posta 
rates and the weight-zone distribution data of the cost ascertainment 
report. Additional millions in revenue would be lost due to the siz 
limitations. 

There would be rank discrimination against patrons served 
first- and second-class post offices and, in fact, a large segment of ou 
population would become second-class citizens, so to speak, when 
comes to recelving postal service. There are some 42,000 post offices 
and about 8.000 of them are either first- or second-lass offices. Many 
many of the cities and towns having first- or second-class offices ai 
not served by Railway Express or any other comparable service 
You will recall that a witness last week reported that about 10 perce: 
of such towns and cities in [linois are not served by the express con 
pany. ‘This witness, Mr. Faye Waggoner of Aldens, Inc., has prepare: 
a list of the towns in South Carolina that are not se rved by the Rail 
way Express. There are 90 first- and second-class post offices in thi 
State, and 27 of those, or 30 percent, do not have Railway Expres 
service. I submit to you the list of those names of those towns. 

The CuarrMan. It may be made part of the record. 
(The list referred to is as follows:) 


SoutTH CAROLINA—NAME OF FIRST- AND SECOND-CLASS Post OFFICES WHICH Do 
Nor HAve EXPRESS DELIVERY SERVICE 


Allendale Moultrieville (6 miles to nearest ex 
Batesburg press office) 
Belton Ninety Six 
Dillon North Charleston (8 miles to nearest 
Fountain Inn express office ) 
Great Falls Pelzer 
Hemingway Piedmont (6 miles to nearest express 
Honea Path office ) 
Inman Ridgeland 
Kershaw Saluda 
Latta Travellers Rest 
Leesville West Columbia (2 miles to nearest ey 
Liberty press office ) 
Loris Westminster 
McCall Whitmire 
McCormick 

al first- and second-class post offices not having express delivery 
‘otal first and second-class post ottices in State 

rcentage with no delivery 

Mr. O’Neat. 5. A further ciecrnnstion mer result because thi 
proposed weight limits of 40 and 2 ) pounds are lower than the 44 
pound weight limits which are permitted on sila mailed to foreig 
countries. 

The postal service, its employees and the general public wou 
suffer if the parcel-post service were to be restricted in accordan 
with the provisions of S. L300. 

The national council most sincerely requests this committee to vol 


down this unwise and impractical measure. 


POSITION OF THE NATIONAL COUNCIL ON §, 1369 


The National Council on Business Mail commends S. 1369 to th 
committee for favorable consideration, but would suggest before su 
increases as are proposed be put into effect that careful study be give 
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to determine whether postal costs are being properly allocated bet weet 
the various classes of mal. 

Many of our members appeared before the Interstate Commerce 
(‘commission at its recent hearings on the petition of the Postmastet 
(reneral for permission to increase fourth-class rates by some S110, 
000,000, Much expert testimony was given on the question of cost 
allocations and serious doubts were raised as to the use of cost ascer 
tainment for rate-making purposes. 

The council believes that Congress should determine the postal rates 
for all classes of mail. The council long has fought for an equitabl 
postal rate structure. It does not beheve there can be equily when 
the x, determines the rates for one class of maul, without Col 
sideration to the rates upon all classes of mail. 

Thank you kindly for the privilege of appearing before you th 
morning. 

I should like, Mr. Chairman, if I may, to submit for the record 
tatement at this time which has been sent to me by Mr. Harold M 
Hansen, the general traffic manager of R. R. Donnelley & Sons Co. 
He touches only upon Ss. 1350). He makes no comment on the r’t 
adjustment of postal rates bill. 

The CHarrman. If there is no objection, it will be made part of 
the record. 

(The statement referred to is as follows:) 


STATEMEN' . HANSEN, GENERAL TRAFFIC MANAG! 


LEY & SONS CO 


I have just became acquained with the curtailments of fourth-class parce 
post sizes and weights as outlil in S. 1885, which fixes the limits at 40 pounds 
for local, first and second zones, and 20 pounds for all other zones; also tl 

ze limits reduced to 72 inches granting exceptions to third- and fourth- 
post offices, and rural and star routes, Which retain present limits 

I presume that vou have already been given a statement on the e3 
hat is involved in packaging alone by fixing these 


is not only the cost the packaging materials, but it does not 
h 


limits on weight 


‘ 


anufacturer the flexibility th: » would be accustomed to if the 


the same in all hes 
As far as container costs are concerned, the price of a corrugated carton 

hold 40 pounds, size 15% x 10% x 9 in lots of 25,000 would be $115.10) pe 
yusand in Chicago »y reducing this carton to hold 20 pounds on which the 
ton size would be 181, x 10% x 415 the price would be $91.50 per thousand 

In other words, for every thousand shipped, in which two 20-pound packages 

vould be used in lien of a 40-pound package, the mailer weuld be obligated 

! 


pay $185.40 per thousand fe ‘same packaging materials. ‘This is 
Ckaging cost of approximate! ‘nts per shipment of 40 pounds 


Che disturbing element of 135. that by the use of smaller 


masing it on the size stuted above, the 40-pound carton weigh 10 


in added 


cartons, and 
73 pounds pe! 


1 
i 
housand cartons, while the 20-pound carton weights S3S pounds per thousand 


irtons. Therefore, if two 20-pound cartons were used instead of one 40-pound 


irton, approximately GO percent of critical material is being used 
I refer you to limitation orders set forth by the War Production Board in 
World War II At that time corrugated cartons were placed on the critical 


t, and users of corrugated had to curtail their use, and in many cases certain 
commodities could not be shipped in corrugated cartons. They were on the 
prohibitive list cutalogs, for instance were not to be sl ipped in cartons Co! 
ugated containers already are increasingly difficult to secure. TIT know 
nstances where industries had to shut down for lack of corrugated containet 
nd the more we are going into defense work the scarcer the item will be, and 


eventually we will find it in the black market lam certain that a black market 


tablished today would make the black market of World War I] ) 


light gray in color 
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I was a purchasing agent during World War II, and I know of the hardships 
as far as this critical material is concerned. The fixing of these limits is goin; 
to use more and more critical material. 

I refer you to the advisory committee reports of the container industry of 
the National Production Authority. They will concur, I am sure, as to the critical 
situation confronting this critical item 

I sincerely hope that the above will enable you to think very carefully before 
you vote on fixing these limits, as it not only is poor economy, but would appear 
to be working against the best interests of the present emergency. 

Mr. O’Neau. He is a member of the executive committee of the Na 
tional Council of Business Mail, Inc., and as such has passed upon 
the views that I have expressed here today with respect to S. 1369. 

I am sure vou know in first-class mail the 3-cent letter is not what 
makes the profit in first-class mail, it is the bigger package. The Post 
master General has said that. 

The Cuarrman. I listened to the Deputy Postmaster General, Mr. 
Burke, yesterday twice, in this committee and in the Appropriations 
Committee, and he states, as I understand it, that we are not prepared 
for the carriage of the larger packages, that they overflow in all of 
our post offices, and that is the reason that there are some limitations 
on 1t now. 

Mr. O’Neau. We have no complaint about the parcel post service 
and I am sure if there were great delays and inconveniences that. the 
members of the council would be the first to know about it and would 
be the first to call it to the attention of the Post Office Department. 

The CuarrmMan. The reduction in the girth and length would give 
some relief. 

Mr. O’Neat. We certainly cannot devise in a mail-order catalog any 
way of informing our customers to comply with such limitations as 
are proposed here. I am sure that our problem is just as great a 
the problem of the Post Office in that respect. You have seen many 
mail-order catalogs. There is a page in there that tells them how to 
fioure their parcel post rates to enclose with their order. 

The Cratrman. With a 100-inch limitation you can imagine ho 

any packages you can carry by the rural route, so there is some 
lice can do. We realize that fact, an 
are up against. I think your realize we are not 

‘ganization. Would you be willing to cut it fron 
/ 


:asto what the post ol 


! 
} 
Mr. O’NE AL. We think it } resents some serious complications, Ni 


nairman. We are just opposed tO ®., 1335 as 1 1S. | appreciate 


re to meet this situation 


, ] >. S 
hO mehes to vor 


] 


CHAIRMAN. It is just a problem that we are facing and wi 
have gol to do the best we can. 

Mr. O'Near. I know the problem you are facing. I wish we could 
offer a solution fer you, but we studied it when it first eame up la 
vear and the more we studied it the more difficult the problem ap 
peared. If you Start making distinctions and having one mail SIAC 
for one area and another for another area it is practically impossib| 
to administer. 

The Cuamman. We appreciate very kindly your appearance. 

The Cuatrman. Mr. Paul C, Stark. 
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STATEMENT OF PAUL C. STARK, VICE PRESIDENT, STARK BROS. 
NURSERIES & ORCHARDS CO., LOUISIANA, MO. 


Mr. Srark. Our company, Stark Bros. Nurseries & Orchards Co 
is greatly concerned over the proposal in S. 1335 to decrease the 
weight and size limits of parcel post. It is hot only the detrimental 
effect this proposal would have on our business and on many thou- 
sands of other small business concerns throughout the Nation. but 
the damage it would do to an essential. convenient, 


cost service on which our customers have 


or) 


also 

and rensonable 

depended for man} years 

All farmers and citizens living in small towns where express servi: 
entirely inadequate—and far more expensive than parcel post— 

would be greatly hampered and inconvenienced. Under the proposals 

of this bill it would. in many cases, require long and seats automobile 

trips to distant express offices to pick up express shipment 

now deli vered ti » their own mail boxes by part el post. 

I understand that the proposal ha been made to exe ‘mopt people 

ing on rural routes and in towns w ith third- and fourth-el 
offices as far as the reduction in size and weight of parcels 
cerned. However this e xemp tion is, in my opin ion, entirely imprac 
tical and unworkable. I understand that the Postmaster General has 
testified that this provision is administratively impossible. If it were 
attempted I am confident that in the end it would not take care of the 
situation for the farmers and smal] town citizens and would add more 
‘costs and expenses for both the Post Office Department and the users of 

parcel post. It would also result in more delays, inefficient handlin 
ih d contusion Lo the publi Cc and post- office emp loyees, 

In th 1eSe er cal days of hnear-war an 1d world confusion, when the 
farmer 1s oa on for greatest possible production to help meet 
vorld food crises, We are dou ¢ all possible to aid him to meet his ever- 
nereasing difficulties In vrowlnge and harvesting 


uss post 


COon- 


oO 


his Crop, because 
food is a munition of war as wel] asa oreat influence for peace 
Anything that unnecessarily adds to the farmer’s burdens 


} 

\ and costs, 
} l ws . . 

or cuts down the eflicieney of success of h 


food production opera 
ons, 15 a detriment to the Nat on’ lefense opel itions and to the 1 
ional welfare. 

A great many so-called small-business concerns 


are experient y a 
i} ( reasing numbe r of Sel 1ou problems, leay 1e] costs, labor 


res, and oreater sup P 1 di {Ti il tic S. Many of them are faili 


short 


nake profits even thi ug) 1 newspaper headlines mav feature Increased 


} ofits of some ot the outst nding big business corporations ; Al on 


ing that discourages or cuts down the efficiency and sound develop 

f the thousands of small businesses of An erica is detriment: 
the welfare and economic stability of the Nation. The provist 
'f this bill would add considerably to the shipper’s costs of handling, 


would be very contusnu ge tO both shippers and postal employees, ana 


oO il 


{ 


1S 


would cause unnecessary delays. 
There are many reasons why the enactment of this bill would bi 
wise and d ‘trimental to oul itize ns, to business. to the national 
efense effort and Lo the ceneral welfare of the country. Hy re 
isummary of a few of these reasons: 
It will cause confusion and unnecessary expense 
and to business, and additio1 al work fol post: al emp lovees, 
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2. It will not give added income to postal revenues but will force 
many packages into express channels and result in total reduced 
income to the Parcel Post Division. 

The present simplicity of the parcel-post system is a real asset 
for the users and postal papaya but this bill would cause much 
extra labor and complication 

ISxpress service does not serve a vast number of rural communi 
ties and small towns. Many who are efficiently and conveniently 
served by parcel post how will be fore ed to make long and costly trip - 
to get express packages at much higher expense. 

The food producers of the Nation are essential in peace or wa 
and anything that slows down or handicaps the efficiency of the 
farmer 1s a serious matter, especially now with the eritical food prob 
om ae national defense program. 

The confusion, delay, aad acd led | lat bor caused post: al employee 
oat | defeat the purpose of the bill. 

Mr. Chairman, I have just touched on some of these main points, 
but I would like to make this observation: I think the parcel post 
system has been one of the greatest factors in developing Americai 
life. and particularly the life out in the country. I have lived 
years out in the country myself and I know niga it means to the 
farmer, and particularly to the farmer’s family, to have these con 
veniences., It has just made a different place of the country. Now 
of course in any business ale | parce] ty St, 1n a Wi ay, Is { i. business 
nvthing that causes confusion or makes it difficult to ‘ehaeeiicnd 
or tends to make a sort of Chinese puzzle out of it, tends to dis 
courage the use of that business. I believe it would be a very defi 
nite step backard to reduce this wet ice to the people of the COUNTLS 

\s we all know, anything can hap pen at the present time, and, 
just as an observation, I saw an article in the paper where the Santa 
Fe representative said this is one of the worst wheat crops mm years. 
I have just come from the Central West. and I haven't seen a 


cre ¢ f corn planted, and very little of it has been plowed. That 
Ss just an observation te show what we are up against on the farn 
evel. We know what happened down South in the cotton crop last 
year. The Department of Agriculture was worrying about the big 
surplus aid in a couple of months they were up against a world 
shortage. We are up against something like that right now. | 

just using that illustration in connection with the possible food 


with the deman 
for corn and other things, it just shows one of the reasons why wi 
ean to he lp the production of the country 


i 
] 
i 


but I think it is very important, M1 


shortages, and with a good drought coming along 


-_*s 


t to do everything we 
is just a side line, 
hairman. 

The CHAIRMAN. We are very glad to have had your remarks. I 
want you to know that the committee feels that the service of the posi 
office in carry ing the mail and a lot of other services connected with the 
post offices makes the Post Office De ‘partment a service organization, 
but the committee feels, in view of the additional cost of doing the 
service that they have been doing in the past, cert: iin increases wi!! 
have to go along with the increases in other things. That is the onl 
thing we are asking for at the present time. I think they feel 
past there have been a lot of things that have been a service to the pub 
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lic and they have not asked them to pay anything like what it would 
cost to get it done by private industry, but they feel that this is a 
matter for the welfare of the people of the United States to be carried 
out. It has gotten so large, however, that the people are beginning to 
look at the Post Office Department and saving, “A half billion dollars 
lefieit.” and without heing told what that deficit consists of and what 
ervices the people are vetting the people are confused, and I think 

e are going to have to educate the public. | do not mean that the 
ntire deficit should be wiped out, but part of it I think should, and | 


hink the ordinary lavman and the people that have looked into it 
] Wt of t oneht t » be wiped out. il “ust. hink t 


Othice Department feels ; ul. ‘ hat wernt. Mi 


»7 


Wentzel ? 
Mr. Wentrze.. That 
out it. 
Mr. Srark. Mr. Chairman, 
f the witnesses mentioned S. 
iOwWlIng ni derate rate iner 
yself and my company, we 
xpenses and a moderate and 
hat respect I think is reaso 
ut when you have two radi 
Ing Is SO upset and we need | 
rrade or go back in om 
ticularly small busin . beeause they have got 


17 


1c 


ss people. Wit 


hard to 


i ? 
and make it bet a 6 ) POY It. CH , re going | 


inst some ve 1th iit rie } ry} \ i yywt ty) t | t 
) ist \ ery acu 1@S, 1h My Opinii , ANG albvteiing that 


Meient, would he 11) eC SIU ion. What we want to do is to vel 
en better service. cnow the Post Office Departent has the same 


sire, and this, in n pinion, would be a very defit te step backward 
do not see how It WOULG WOrkK, | ali parti ularly Llite rested ih the 


| 2 P it } 
Le post office emplovees 


Can do LG kee f ni aK) something more complicated, more 


| 


eopl out 1n the country, This extra cost tot 

d to the business and confusion of tl iblic is all on the negat 
de, 1 think. 

Mr. Latiwer. Mr. Chairman, I 

leSTION, please. 

Speaking for the nursery business cen rally in addit On tO VOour Own 

siness, Which of the restrictions would work a greater hardship. if 

y, one the nursery industry, the limitation on weight or the limita 
on on size as represented n S, l 

Mr. STARK. Well. both. but | would Say the limitation OM SIZe, Mr. 
Latimer, because these bulky things like trees, for stance, vou can't 
t a tree in two and you can’t ship a tree that is relatively light. 

' 


Phere is another thing and that is the farmers get shipments of baby 
cks, for instance, which are bulky, as you know. In that conne 


on, I am vlad you mentioned it, because it brings out the pel shable 


ngs. A lot of farmers ship fruit and preduce and if they had t 
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go to the express companies to transport them 20 miles or so they 
would not get them in time and the things would spoil. The size is 
particularly important, because it would, in many cases, just eliminate 
it and discourage people from getting the service. The farmers get 
their baby chicks these d: iys in boxes all over the country, and the 
same thing applies to fruit trees. 

The CHarrMan. What is the size of the baby-chick package, do you 
recall? 

Mr. Stark. I don’t know. I think it possibly would have to be cut 
down to smaller packages and they would have to use more material. 
Of course you can’t cut a tree in two. 

Mr. Latimer. We made actual measurements in the city post office 
last year, Senator, and we have that information in the committee. 
You can come within were limitation as long as there is one crate, but 
when they are tied together it would cranes exceed it. Of course 
you are aware of the fact, Mr. Stark, if it were workable—I am not 
saying whether it is or not—that what you are speaking of, both the 
nursery stoc ‘k and chickens, could be sent to the farmers under 8. 1335 

Mr. Srark. Yes; q know that, but the confusion and the costs and 
ever ything to everybody concerned would be a very big detriment. 

The Cuamman. That applies to anything that goes to a rural route. 
It io not make any difference what kind of post office it is. 

Mr. LATIMER. That is correct. 

Mr. Stark. Yes. Thank you very much. 

The Cuatrman. Mr. King. 


STATEMENT OF LLOYD W. KING, EXECUTIVE SECRETARY, AMER- 
ICAN TEXTBOOK PUBLISHERS INSTITUTE, NEW YORK, N. Y. 


King. My name is Lloyd W. King, executive secretary of the 
American Textbook Publishers Institute, 1 Madison Avenue, Nev 
k. N. Y¥Y. The American Textbook Publishers Institute is an as 
ton of the principal publishers of textbooks an id re fe ‘rence hook 
chools at all educational levels from the primary grad 
lleve, \ statement of the purposes of the institute is ap 
eto. May it be appended and considered a part of n 
HARMAN. It may be so considered. 
statement of purposes of the institute is as follows:) 


K PUBLISHERS INSTITUTE—ITS BACKGROUND, Its PURPOs! 
ITs WorK, ITs INVITATION 


ACKGROUND 


> 


iblishers Institute is a voluntary organization 
nstitutions of learning in the United States 
hool and college textbook publishers and the - 


ers who sell to schools and colleges. A number of 


ers p iblish also worl books and tests. The combined business ( 
mbers accounts for more than 90 percent of the entire school a: 
book business of the Nation. 
vas formed as of July 1, 1942. The question of forming such 
g is considered by a number of publishers over a period of year 
aid heir deliberations, the publishers asked Dr. Payson Smith, form 
commissioner of education of the Commonwealth of Massachusetts, to give the 
advice after an impartial survey of both publishing and education, Dr. Sn 
encouraged the publishers to establish the institute. 


lude s« 
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Meanwhile World War II came. It brought to publishers new and added re 
sponsibilities and many difficult problems. The need for a medium to unite 
the efforts of the industry in its war effort and the need for a voice to speak 
for the industry as a whole were made apparent. This situation further stimu- 
lated the publishers to form the institute. 

Its function is to do everything within its power, in conformity with legal 

mitations, to improve the industry it represents. Ideally, the institute should 
marshal the combined knowledge of its members for the solution of industry 


problems and channel this combined knowledge back to its members, the il 
: 
| 


ry in general, and to school authorities. How well the institute functions 
n the statesmanship of its members. 


BASIC CONCEPTS 


Che institute is lilt upon the foundation provided by the 
deas concerning education and the textbook-publishing industry 
(1) Education on all levels is of utmost importance to this 
2) The security and the prosperity of this country depend 
re upon the efficiency of our schools 
3) The book has proved to be one of the essentials of ed 
teaching and learning, as indispensable as the teache 
t) The neglect of the provision of an adequate supply 
titutes not a minor but a major defect in education. 
(5) Educational publishers are definitely an integral 
rees of the United States By becoming more Close 
rs, publishers may render a greater service to edt 
ators in rendering a greater service to the Nation. 
6) Though private in its controls and highly competitive in i nature, 
proper for the textbook industry stress cooperatively the in ‘tance of 
product and of its service. 


PURPOSES 


l ’ 
eTense, 
(2) To promote 


3) To en 


cooperate with 
onal planning 


lo achieve these purposes, 

ough committee assignments 

\ chief activity of the moment is 

defense. The business of producing, 
ks is an essential part of the process 
ted States cannot operate without 
portance attributed to education 
tion which consists of the production 
stitute, remembering the materials sh: 
able to get the books they needed for 

in its power to avoid a recurr 
At the i i 


ar effort durin 
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to the armed services and other governmental agencies in the present emergency. 

The institute promotes measures designed to increase the financial support of 
schools. Its members provided funds to launch and promote the Advertising 
Council's better schools campaign. Through this campaign over $3,000,000 
worth of advertising has accrued in support of education. There is no question 
but that this campaign has been a factor in developing a sentiment throughout 
the Nation favorable to schools, teachers, and the support of education. 

The institute cooperates on studies relating to printed materials of instruction 
Institute members advised on and cooperated in such studies as the treatment of 
Latin-American and Canadian subjects in United States textbooks, the UNESCO 
study on the Treatment of International Agencies in School History Textbooks in 

e United States; the American Council on Education's Intergroup Relations in 
Teaching Materials: the development of a Source Book on Atomic Energy in 
cooperation with the Atomic Energy Commission 

The institute maintains a close relationship with national agencies, both gov 
ernmental and educational. It provided representatives for missions of Ameri 
can publisher atin America, Germany, and Japan; sponsored visits to thi 

textbook publishers and writers: furnished a repre 
UNESCO Work Conference in Brussels. The insti 

r of the American Council on Education. 
speakers and parti int for uc nal progra 


vit 
, iil 


ng a comme! 

example, the 

ns of perfecting at 

i looks toward the 

inl surveys of th 
nformation concerning the 
te competition, regu 


‘companies 
INVITATION 


The hoard of directors invites a { ns for men 
iged in publishing books f chools. Member 
‘Sa Company as an organization subscribing 
as dedicated t ‘Ifare of the industry as 
; i the institute will strive t 
hen 
rs: The board of directors solicits » advice and cooperatior 
ithorities and urges them to use the institute in any manner th 
» ¢ ecTive Coonerialiol 
school patrons: The board of directors invites citizens general 
‘mation as the institute can provide It hopes to promote 
f thet ure and unique function of schools in a democrat 
have the proper background for an appraisal o 
Moreover, the board of directors wishes to further a hetter 
indispensable role of books as tools of learning Mone 
c schools in the United States is, relatively speaking, a very 
part of educational expense. While without question this Nation has the 
textbooks in the world, schools in most States are supplied with inadequate 
quantities {n increased expenditure for books would in the long run reduces 
educational expenditures by reducing retardations in schools More than that 


when books are supplied in generous quantities it is obvious that they serve t 


i} 
enrich the lives of the boys and girls so supplied. The superiority of American 
textbooks is so generally accepted that it is often overlooked by the general publi: 


It is interesting to observe that this superiority has been achieved under competi 

e conditions at a cost that is surprisingly low. The textbook publishers ar 
encouraged by the high standards already established and pledge their best effort 
toward improving the quality of books and the methods of their distributior 

The members and present officers of the institute are shown on this foldet 
They cannot overemphasize their appreciation of your suggestions and coopel 
Lion 

Please address all inquiries for further information, or any comments you care 
to make, to Llovd W. King, executive secretary, 1 Madison Avenue, New York 1! 
N. Y 
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Mr. Kine. Mr. Chairman, we have requested an opportunity to ap 
pear before your committee this morning primarily because of the 
ctive consideration being given to S. 1335, the proposed 10- and 
-pound weight limits on fourth-class-mail packages. Mr. John 
(YConnor, chairman of the National Postal Committee for Books, 
\Viiss Porter Cow les of the Associat ion of American University Presses, 
ie Honorable Luther Evans, Librarian of Congress, and other spokes 

en for libraries and educational] associations have already 
matter which cdo 


\\ Spa] 1 


ted the case for postage rates on rencding 


minate against books in favor of magazines and ne 
‘} posit on to which our association fully subse bes hic 
iturally very much eratified by the reference to this point 


sons statement on S. 1369 on April 23, when 


very 
o textbooks 
herever pos 


raer tot: 


ot textbooks 
il der 1) pou ds 


] 1 
would be m 
, } 1 
si hools Ih postas ana to the post othce 
1] 4 ie ] } 1] 1. | 
It WOUIG COst 1 , die severa Maier packages thal 
package, My ! re, the express company would not 
. . l } } 
ery Tew of th Dor Ss] \ hipped | hadi \ ild 
: i : 7 ' . 
] 


Lal 


rted to express VW ith its 


many areas. 

It should be noted further t 
the book rate in the fiseal vei 
partment figures, was only 182 million pounds. This 


percent of the total poundage of general parcel post shipments 


} 


‘Same year, Nor have books constitute | any signilic: 


version of trafic from express to parcel post 
bout which vou have heard at lenoth from oft 


mpany. As a matter of fact, we have sent, Mr. Ch: 


t 
} 
ais 


\ugust, the peak month of shipments, only 5 percent 
gh 70 pounds by parcel post. We happened to have m: 
e that we were not unduly bun 


that particular item. to determ 
Y the mails. The poundage of books mailed at the 


} - 
book rate 
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fiscal year 1946 was, according to the Post Office Department figures, 
virtu: ally identical with the poundage in the fiscal year 1950. Over 
the same p in of years the pound: ige of general parcel-post shipments 
increased by almost 60 percent. 

We urge, therefore, that book shipments be exempted from any de 
crease in the 70-pound weight limit which has existed for some two 
aecades, on the erounds that such a decrease would, in the case of 
books, inconvenience everybody and help no one. 

In conclusion, let me express my appreciation to the chairman and 
the members of this committee for their courtesy, interest, and sym 
pathy in hearing me and other witnesses who have testified on the 
proble m of book postage. 

The Cuarrman. We are glad to have you come before us. 

Mr. Latimer. Mr. C eee I just want to ask Mr, King this ques 
tion. 

The Crarrman. Mr. Latimer. 

Mr. LATIMI R. There has been proposed by other representatives ot 
books an amendment to S. 1335 which would simply eliminate book; 
from the provisions of it. If that were adopted would you have an 
objection to S$. 1335? 

Mr. Kine. It woud be presumptuous for me to object, naturally, if 
books were eliminated from it. 

The CuatrmMan. Are there any questions / 

Mr. King. Thank you very much, Mr. Chairman. 

The Cuamman. Mr. Voges. 


STATEMENT OF ALVIN A. VOGES, REPRESENTING THE FLORIDA 
EXPRESS FRUIT SHIPPERS ASSOCIATION, ORLANDO, FLA. 


Mr. Voges. May I identify myself. My name is Alvin A. Voge 
My b SII eSs ack lre SS is 1 , North Or: nve Avenue, Orlando. Ila 


Lil 
ly ln 


With the exception of a 6 meth peridd, I have been continuous 
1 | Flori da Express Fruit Shippers Association since 19-4 
la Ey pre EF rut Shippers Association is a nonprofit 


1 
i 


he majority of the tonnaLr 


corporation whose members represent t 
ot fresh Citrus fr Lit shipped commercially direct to consumers tro 
We are here in opposition to Senate bill 1335, identified ; 
readjust size and weight limitation on fourth-class— parce 
post mail, 
Shippe s of Florida citrus direct from the erower to the consums 
] um! er in exXces of i 200 and their places ot business are located 
most exclusively in the peninsula portion of Florida, and mostly the) 
are small operators; often their operation is purely within their im 
mediate family. Such shippers will, during a citrus s eason, ship fron 
a few hu dred pa ks iges TO a pro! bable maximum of 100.000, 
While many of our members have been in this business for 20 year 
or more, it has only been since 1940 oF “ it has hecome an importa! { 
| of supp lying the consumer of » Nation with fresh Florid 


Ss] ince 1940 the hii irked inc rease za this type of shipping has 


method 
CITrUus., 
resulted from ageressive sellin Oo both by personal contact and by Ma 
Si licitatio 

In the early fall of each vear shippers prepare and mail to thei 
customers and prospective customers a mailing piece designed to en 
courage the consumer to order fruit shipments. These mailing piec 
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number in the millions and are followed up later in the citrus season 
with additional mailings. Many of these farmers or grove owners 
sell the entire production of quality fruit from their groves by this 
method. Some supplement their direct mail effort or confine them 
elves entire ly W ith stands or stores on the highway ~ and in the towns, 
where they offer the public, mostly tourists, packages of citrus to be 
sent home. 

The shipping Season for citrus SO sold begins In small measure in 
October of each year, rt aches a peak during the pre Christmas ship- 
ping period in December, is of considerable volume in January, Feb- 

‘ary, and March, begins tapering off in April and, for practical pur- 
poses, ends in May. 

In the 193940 season, which we have adopt “| as a base vear, our 
statistics show that 7 
direct to consumers. 

During this 1950-51 season, with results in part estimated, 
pears we = ship about 3,250,000 packages, or a relationship 
base year rf 4: 0) percent. I should explain here that about lS percent 
of the tot: ul are shipments by 4 iduals and are not made for profit, 
that the sf » percent balance ar shipments by those engaged in this 
business as part or all of their live lihood. 

In the 1939-40 season, 1.43 percent of all Florida citrus shipped in 
fresh form was consumer-type shipping. In this 1950-51 season, with 


33,085 pac ‘kages of Florida citrus were shipped 


figures partly estimated, it appears this consun ler-type shipping will 
account for 4.18 percent of all the Florida citrus shipped in fresh form. 
Should this industry of consumer shipping for any reason be forced 
to discontinue operation, the portion of Florida eitrus t} us ordi 
narily utilized wil] necessarily need to be absorbed by other produc- 
tion outle ts which might and could mean elutted markets. 
Our statistics indicate that presently the weighted aver: 
of our packages s 45.54 — L 


: 1.44 percent ure pa KIL 
pound estimated snl] ping’ wel: 


} 


| percent are packages of 


. See 

pound estimated shipping w eicht: 1 79 percent are packages of 
ound estimated shippin or welgeht 10 

See 


percent are packages of 
pound estimated s Ippings we ight: bad 8.06 percent are par kages W 
10-pound estimated hipping welghet. 
I rom this it ean be seen that all but 11.44 pe reent of our 
vithin the maximum of 70 pounds presently shippable via par 
ind that should this Senate bill n imbered 1555. or one of n 
iture, become law it would only be possible for us to ship a negligi 
volume of our trafhe tin parcel post service. 
Our statistics show that more than 58 percent of our members are 
srove owners or farmers, that 86 percent rps packing hou 


Kach of these people have many thousands of dollars at risk in thei 
usiness, and to them the ability to market their product lies in their 
ibility to have and use a sale and expeditious tral sportation system 
it rates and charges that the traflie can bear. Actu lly, these shippers 
have little or no traffic within the first two pareel-post zones, about Ss 
percent of their traflic is for zone 5 and bevond, and the weighted 
average haul is 1.141 

This industry, as stated, has been built by the aggressive work of 
individuals, but a big factor in the development has been reasol i le 
commodity rates via Railway Express Agency. ‘The Express Agency, 
by encouraging the traflic, by offering an expedited service at rates 
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the traffic could bear, has encouraged these many people to invest thei: 
money and time in building this industry. 

Since 1940, the Express Agency has had rate increases until now 
our average rate is 09.41 percent about the 1939-40 season rates. 

Now, however, We are e ng raged | ina life-and-death struggle with the 
Reon Agency before the Interstate Commerce Commission in thy 

‘ase known as Ex parte v7. By their petition in this case they request 
Fa cmi hina ance of commodity tariffis on items of food and drink an 
their rerating at class II level. In addition, they seek an increas: 
1th their class rates and the basing of class rates on 5 pound gradations 
rather than l-pound gradations, and, further, they seek a minimun 
charge of $2. If suceessful in their petition, the consequent rate 
adjustment on our traflic would mean that based on the packages being 
shipped this season our average rate would be 273.27 percent greate: 
than the 1 1) senson, and 154.16 percent greater than the presen 
rates. It would mean that our traflic bill for the industry would b 
about $121 i million instead of its present Sol 1 million. We we 1] kn 

with such charges our traflic via Railway Express would dwin ‘dl 


} 


Qeg 


mere trickle and, without an alternate means of ransportatiol 


Ippers would he forced out of busine 


condition =. we could direct our trathe to parcel post. 


ate bill 1355 become law, we would not have any meal 
l Wmand to transport our p yroduct. , 
lave, over several years, endeavored to find a method of de liver 
ng by motor carrier; however, to our knowledge, there is net in th 
at can expeditious 
handle perishable products other than Railway Express Agency 


] post 


a 
1 
} 


Nation an integrated transportation system th 


nere to out] ne our pro ble Mh only, VW » know oft 
lems conTronting 1 ndustry in other parts of the tee ek ee 


1 


if those industries seriously affected have not appe: ared 1 in oppo 


LL ixé 


to S. 1335 it is only because they are not aware of its existence 
individuals they cannot afford the expense of appearing. 

Ex parte 177 hearings before the Interstate Commerce Comm 
on we have heard witnesses of other industri s state that the rat 
reases soul ! t by Railw: ay E Xpress woul d cause them either to dire 
traffic from R: tilway Express or discontinue or curtail operation 
Parcel Post might necessarily be one of the transportation method 

considered by them in such diversion plans, but wen weight rest) 
tions, su as here proposed, they indeed woul | be 1 i difficult pos 
tion and, like our industry, be without a means of getting their pr 
duct to the market 

The Florida Express Fruit Shippers Association, its members at 
the adidas represented by us, respectfully request this committee to 
act negat ive ly on Senate bill No. 1335. and on any other bill that come 
before them which contemp lates a drastic reduction in the weight of 
packages shi 1p yped via parcel post, 

The CHarrman. How much does a bushel of oranges weigh 4 

Mr. Voces. Fifty-five pounds, estimated. 

The Cnamman. And how about grapefruit ? 

Mr. V OGEs. Slightly less than oranges, and at different seasons ¢ 
the year they are at varying weights. Actually, the 55 pounds est 
mated shipping weight is a reasonable average. 
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The CHatrMan. Is that net ? 

Mr. Voces. That is gross. 

The CHarrmMan. Some of your crates that you crate peaches in 
ire a bushel and a half, isn’t that correct ? 

Mr. Voges. Some of the crates that we crate oranges in are one and 
hree-fifths bushel capacity. They have an estimated shipping weight 
of 90 pounds, They constitute 11.44 percent of our trathe. That is 
the only part of our traffic that presently isn’t shippable via parcel 
OST. 

Phe CHarrman. And if it is mixed grapefruit and oranges of 
ourse it would be somewhere in that weight, between 85 and 90 
pounds ¢ 

Mr. Voges. I think that this contemplates a possible 6 or 7 per 
variance in weights, in connection with seasons and in connection 
vith commodities, either grapefruit or oranges or tangerines. 

The CHarmman. Are there any other questions / 

Mr. Voges. May I make one additional statement, sir? 

The CHatrMan. Certainly. 

Mr. Voces. Mr. Chairman, in this conversation that has been had 


( 
} 


here this morning there has been reference made concerning the Ex- 
press Agency and its dwindling traffic. It is our considered opinion 
that the Express Agency has experienced difficulty in volume of traf- 
fic originally principally because of poor service; that during the 
vears immediately after the war they were unable to function prop- 
erly, they were unable to give expedited service, or actually have been 
even sometimes slower than freight: that they have resorted to an 
nerease in rates application at that time, and since that time several] 
nereases in rate appli ations, 

Now the combination of increased rates plus the difficulties they 
id in delivery several years ago has resulted in their becoming an 
rganization that is operating a great deal below their efficient oper- 


iting level. ] do not state that as al Opinion, because that has been 


tated by their executives, that they are not operating at their ef icient 
evel which is stated to be approximately L2d.O00000 to 150,000,000 


hipments, when they are carrying about 88,000,000 shipments today. 
Phe Coamman. Thank you. Mr. Voges. 
The CHatrman. Mr. Sanders. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, 
THE NATIONAL GRANGE 


Mr. Sanpers. Mr. Chairman, at first glance Senate bill 1555 appears 
» be justified but on close examination we find that it 1s necessary 
or us to oppose this bill in that we believe it will in the end do great 
image to the parcel post service, not only in general but ultimately 
o rural districts. Although seemingly rural mails are exempted 
Prom the provistons ot the bill. indirectly, however, the provisions 
of the bill would raise costs and greatly impair the parcel post service 
farm districts. 
Parcel post is a basic part of the mail to rural districts as is first 
lass mail. There is no alternate service to the parcel post to rural 
listricts. Investigation and testimony hefore the Senate and House 


] 
| 
i 


ommittees a few vears ago reveal that a small percentage of all post 
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offices in ‘Tennessee for example were served by express companies 
and if the parcel post services were impaired this percentage of all 
comm iaitiie in the state would be without necessary postal service. 

We would like to indicate to you why we believe the provisions of 
the Senate bill before you at t the present do not confer a special favor 
on rural mails, but in the end will do serious damage to them. 

The limitation of the size of packages to 72 inc ‘hes over-all girth and 
a limitation of 40 and 20 pounds under the provisions of the bil 
would greatly restrict the total volume of parcel post. Reduction of 
volume cannot possibly reduce overhead costs of carriage of parce 
post by the same proportions that the volume will be reduced. Thus 
the cost per unit of carriage of parcel post will be greatly increased 
and in the end farmers would be called on to pay a much higher parce! 
post rate than they presently are ores to pay. ‘Ve believe, there 
fore, that the provisions of this bill will not reduce the so-called 
parcel post deficit but will increase it. 

Another reason w hy we Oppose the provisions of this bill is that 
1S distinctly a measure that will assist the express company. Pleas 
do not mistake this statement as an assertion that the sponsors of th 
bill in the Senate and House intend that this result should flow fron 
his bill. We do not once believe that this was their purpose. But 
just as strongly we do believe that this will be the result. We would 
like to give the basis of our conviction in this regard. 

As stated above we believe that immediately after the provisions of 
this bill are put into force they will greatly reduce the total volum« 
of parcels going to first- and second-class post offices. Within a veal 
this in turn would reflect in greatly increased cost per unit of parce 
post, which would impel 1 ‘aisinge of rates to rural districts. If rate 
were greatly increased to parcel users this in turn would reduce volumi 
ot parcels further to both rural and City users a process exactly i 
the hiking of the express companies but to the oreat det riment of the 
serviceability of parcel post and to the great financial disadvantag 
of the postal system. 

In testifvine before your —— recently we suggested tl 
basic principles for guidance of postal legislation be written into t] 
and among other p rine ite we stated: 

If a class of mail isa justified part of the mail system, rates for 

ld not be set with the objec tive of preventing injury to a privat 
erprise that is partly in competition to the mails or is being help« 


2 


mals, @. &.. a higher sainedien von st rate than would otherwise | 


cessary in order to save busi ess for a priv: ate e Xpress agency, oO! 


rail-mail-carriag 
riage by trucks or busses in order to preve nt the abandonme nt ol 
branch rail line. If public policy demands a violation of this, appr 
priations for such should be mace and clearly SO e@ armarke d. 

This bill also favors express companies and penalizes the parce 
post in that it takes from the latter the most — able portion (th 
City par el service ) and — s for the postal s ‘rvice the highe rr Cosi 
or less profitable parcels (the parcels going to country districts) 

Parenthetically, I aabashie: ion it seems to us not only does this | 
force a higher charge for parcel-post service in that it will reduce t 
volume to city districts, but it also reduces the high-paying 9 ah 
and increases the proportion of the higher-cost packages, which, 


re payment higher than an equally serviceable car 
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turn, would be a sort of a double system of increas ing the cost per unit 
of carriage. 

Could a much more ingenious device be conceived for giving a 
body blow to parcel post and a choice advantage to the express 
ompany ¢ 

We would remind members of this committee that we quoted, 
our recent testimony to you, a Congressman friend of the Grange as 
saying some 40 years ago when we were fighting for the establishment 
f the parcel _n that “there were just five reasons why the parcel post 
was not then in operation—the five express com panies,” that were 
hen einen: The principal enemies of the parcel post today are 
hese same five companies Now yee Inge’ as a consol id: ited unit, and 

bill so ingeniously designed t rhe oe them would be only a first 
step in their favor if the v had their w: 
I need not do any more than to list as ; another reason we are against 


all 


‘ 

his measure is that the Postmaster General and members of his staff 
have said that it could not be administered, but would cause oreat 
lifficulties in this regard, The Postmaster General also objected LO 
the fact that it would be discriminatory to certain classes of users of 
the mall. We agree with these objections. 

This legislation is also objectionable in that it is -_ meal legisla- 
tion on bea post: | system whie h shoul ad be goat red : an integral 
system in designing postal legislation. We mos caaatiie commend 
membe rs mh this committee in their reported statements ob jecting to 
“farming out the determination” of parcel post rates to the Interstate 
Commerce Commission. We objected to this also because it is both 
piecemeal legislation and is giving up responsibility that should be 
retained | \ the Coneress. We sincerely hope that this bill which is 
\ plecem eal e fort will be turned down by your committee and that an \ 
onsiderations of both these pr roblems will be dealt with in the venera | 
postal bill reported. 

In closing Hey I thank this committee for oly Ing us the opportunity 
to appear before you a second time. | aie also to assure you that 

e have appeared not In a eritical attitu cle of the committee's efforts. 
or those of any member of the committee. but because of our desire 
to be nett pe and our long t time abidn no mnterest in the integrity and 
ervice of t eet 

rhe Patan MAN. We certainly thank you, Mr. Sanders 

(re there any cuca 

Mr. Larimer. There are no questions on these two bills, Senator. 

cause Mir. Sanders represents the ( rrange, there have been ceoeeeal 
unendments to practically every section of S. 1046 except to the 
ericultural press, with reference to second-class rates. Those who 
have spoken on the matter have stated tha agi ricultural press could 
tand an increase of approximately 30 percent spread over 3 years. 
Do you propose to offer an amendment on S. 1046 as it effects the 
ericultural press ! 


Mr. Sanpers. No, sir; we haven’t proposed that, but we did propose 
general opinion, Mr. Latimer, that there sl 
postal rates based on the total amount of the percentage of adver 
tisement carried by the paper. We believe that that is equitable 
We do belheve that even advertisen ents themselves have 


I 


iould be a differentiation 


creat educa 
onal value, like the rest of t] e press, but they ire ay tinetly more 
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commercialized and are not distinctly educational like the text 
agricultural paper. Therefore we do think that there can be som 
differentiation and an increased postage rate carried on the — ( 
the percentage of advertisement carried in a farm journal or an 
other commercial paper. 

Mr. Larimer. In other words, you think that the shding scale « 
the cost of transporting the advertising section of any publicatio 
should be not only on a zone basis but also depending on a percentag 
of advertisement contained in it? 

Mr. Sanpers. Yes: I would say that that seems to be a reasonab| 
means of vetting increased revenue, when increased revenue 
justified, 

Mr. Larimer. Thank you. 

The CuarrMan. I believe that ends the hearings for today. We ce 
tainly thank you. 

Mr. Larimer. Mr. Chairman, Mr. McLaughlin has asked for no 
more than 3 minutes. I think he Just wants to make a brief summa 
tion, and that will conclude these hearings. 

The Cuatrrman. Mr. McLaughlin. 


STATEMENT OF J. V. McLAUGHLIN, GENERAL AUDITOR, 
RAILWAY EXPRESS AGENCY 


Mr. McLavueuury. My name is J. V. McLaughlin. I am genera 
auditor of the Railway Express Agency, and I live in Chattanooga 
Tenn. 

I just want to say, Mr. Chairman, that our position to S, 1355 ha 
been contined exc ae ly eae ypers of commercial products who havi 
been securing their transportation by parcel post at rates less than t 
actual cost of service, at the expense of the taxpayer. The opponent 
principally the mail-order houses as such, are all engaged in cor 
mercial enterprises conducted for profit who have adjuste id their pl 
to meet changing conditions but who are unwilling to pay compens 
tory transportation charges of private carriers. 

We have reviewed the Congressional Record when the parcel ] 
was originally set up, covering Public Law 336, approved hints 


Le1Z oo, stat. DDT) establishing parcel post. We went back 
meres over the debates in the Congre ssional Record, and Conert 
specifically stated that they established parcel-post service to provi 
a transportation service for small parcels extending beyond that pry 
vided by the express companies and to give the farmer an opportunit 
to sell his produets directly to consumers and to receive merchandis 
by mail direct from merchants in large cities. At that time, when the) 
set this se rvic e up, they said it was to prov ide a service for people he 
served by the express companies, and it was limited in weight to 
pounds and 72 inches in length and girth combined, conforming to | 
intention to establish the service for small parcels. Now I want 
emphasize that Congress has never changed that. All the changes hav 
been made by the Postmaster General with the authority of the Inte: 
state Commerce Commission, and we think that it is now proper tha 
Congress restate the function of parcel post, and we will abide by tha 


decision. 
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One of the witnesses, for example, testified that S. 1335 would 
restrict the shipment of mattresses, lawn mowers, and knocked-down 
baby beds, and so forth, and I submit that parcel post Was never 
intended for such things to go through the Post Office Department and 
be delivered by the letter carrier. 

Now when this bill was originally up in the other Congress you 
remember a great hue and cry went up by the folks on the rural routes, 
un til the Cc hairman of the House committee ame ended the provisions 
of this present bill to take care of the folks on the rural routes 
o there would be no change, and we think S. 1335 more nearly con 
forms to the original intent of Congress in its establishment of parcel] 
post, because it does not take away from the farmer nor the resident 

f the smaller community the transportation service that was 
ende d by the ¢ ongress. 

The handlin o of large and bulky shipments s now seriously 
laving the first class mall service. We looked at some letters ye 
day, all from New York, and all of those letters took 2 
from New York to Washington. First-class mail is del: 
freieh t business that the Government is handling o 

Of course the citrus-fruit people were very good customers of ours 
and we had splendid relations with them. They talk about our in- 
creases in rates. Our wage rates since 1939 have increased 131 percent, 
and, as he said, our express rates have gone up oo percent. We 
trying to meet this tremendous increase in wages, which we feel is 
justified. The emp loyees \ used to make ta eents an hour and on a 
10-hour week that would be about $32 a week. We do not think a man 

live on $32 a week now, and the rates are now up to $1.80 an hour, 


o naturally our rates have gone up. We had nobody subsidize us. 
The record also shows that every year sone these heavy packages 
ncreased the greater the deficit in the parcel post. 

Now someone has said that this business has not gone from the 


re rnen cemnrny Ye paren fom. If the committee could go up to 
rarment center in New York at 5 o clock at night and see the truck 
ree blocks long at the varment center taking the business that 
sed to move by express down to the post oth 2. they would ky OW 
{J about this. Not only that but Pe stmaster Gel eral Do ita 


] 17 } , : ° 
has G vid repeated] that the trouble with the facilities oft the post 


] 
omethin 


ice today is that they are taking over this express business. 
Al] transportation agenhcles except parcel 
percent transportation tax on all transportation charge 
ie Railway xpress Agency collected from the public and paid 
ie Pubhe Treasury of t 
tation tax. 
No tax is collected on parcel post so that the commercial 
hen they substitute parcel-post servi or the service of pi 


] 


mMnsporki ition agencies are not Oniv avi l move their sh piel 


post must ¢ 


1 ’ ° } ‘ } 0 y1° ° 
the nited States 1 iy SY million in 


haiabind rates but also escape the pavment of » percent 


rtation tax. 
| want to Just Sav. in conelusion. we are not Oompa 


ray 


se of parcel post, Mr. Chairman: we are complaining about the ab 


parce] post, 
| thank you. 
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The Cramman. We certainly thank you. I would like at this time 
to express my appreciation to Mr. Wentzel for attending these meeting: 
and giving us his valuable assistance. 

Is there anything further ¢ 

Mr. Larimer. Mr. Chairman, I would like to put in the record. 
with the approval of the committee, a table showing a comparison oO} 
parcel post and railway express charges as of November 1, 1950, that 
was introduced as an exhibit before the Interstate Commerce Com 
mission. ‘This table does not reflect the additional charges of 20 cents 
on each express shipment which has been approved by the Interstate 
Commerce Commission on April 13, 1951. 

The Cuamman. Without objection, it may be inserted in the record, 

(The table referred to is as follows :) 
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Mr. Larrver. I would also like to submit for the record a letter 
dated April 26, 1051, addressed by Mr. Albert R. Erskine, president 
George T. Brodnax, gold and silversmiths, Memphis, Tenn., to Sena 
tor McKellar, and by Senator McKellar sent to the chairman of thi 
committee, letter from Mark <A. Steele, representing Pan America) 
News System and World Wide Advertising Agency of Franklin, Tex.. 
and a statement from A. H. Schwietert, trafhe director, the Chicag: 
Association of Commerce and Industry. 

The CuatrMan. Without objection, they may be included in th« 
record. 

(The letter referred to is as follows:) 

UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
April 380, 19 
Hon. OLIN D. JOHNSTON, 
Chairman, Post Office and Civil Service Committee, 
Senate Office Building, Washington, D. ¢ 


My Dear SENATOR: I am enclosing herewith for the consideration of you 
committee a letter from Mr. Albert R. Erskine, of Memphis, Tenn., relative 
S. 1355. 
With kindest regards, I am, 
Sincerely your friend, 
KENNETH MCKELLAR 


MEMPHIS, TENN., April 26, 195] 
Senator K. D. McKELLAaR, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MCKELLAR: I have been informed that Chairman Johnstor 
of the Senate Postal Committee has called a hearing today, tomorrow, and May 
1 on Senate bill 1335, the design of which is to greatly reduce the weights and 
sizes of fourth class parcel post 

rhe present weight limit is 70 pounds and the new proposal calls for 
limit of 40 pounds for local first and second zones and 20 pounds on all other 

at the same time reducing size limits from 100 inches to 72 inches 

Che American Railway Express could not have written a bill that wo 

ise them more 
seems to me that any revision in size and weight should be considere: 
adually, for to bring the weight limit from 70 pounds to 20 on the far dis 
tant Zone is entirely too drastic 
You may not be active on the Postal Committee, but I know that you have 
endous influence there and I hope that you will use this to bring ab 
I ision rather than the one proposed 


was possible to send a small express package for a quarter, a 


minimum charge for the sealed package is $1.50, with othe 


0, When we were unable to find sheets in Memphis, I orde 
fanamaker in New York and the package containing 
r size sheets and six sheets for twin beds was sent to me by parce 
and the chi: y re S106 It would seem to me that the Governme 
operate on rate these without going so far into the red 
nking you in anticipation of this having your prompt attention, 1 
Sincerely, 


ALBERT R. ERSKIN 


oF Mark A. STEELE, REPRESENTING PAN AMERICAN NEWS SYSTEM A 
WorLp WIDE ADVERTISING AGENCY OF FRANKLIN, TEX 


Hon. OLIN D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Nervice 
United States Senate, Senate Office Building, Washinaton, D. C.: 
My name is Mark A. Steele. I make this statement in behalf of Pan-Ameri: 
News System and World Wide Advertising Agency, of which I have been pres 


dent and general manager since foundation of this organization 15 years ago 
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Our concern is over the proposed increase in postage on our cards and unsealed 
nail containing samples of magazines devoted to the mail-order business. The 
names of our magazines are as follows: Mail Order News, Tip Top Salesman, 
farget, Mail Gazette, Today’s Family, Mail Sale Advertiser, Lady Guide, and 
Mail Order World, These particular magazines appeal to many people both here 
ind abroad seeking information on the mail-order business, such as how to 
begin a mail-order business of their own and how to sell things by mail. Also, 
they appeal to mail-order houses who are already successful, but who wish to 
broaden their knowledge in the mail-selling field. None of them have big cir 
culation, as naturally the field is limited to those already engaged in the mail 
rder business or those who wish to make it a part or all of their business, Not 
withstanding their limited circulation, the net result so far as it concerns postal 
ffairs is cumulative, because these very people who are interested become large 
isers of the mail in every category, and because of their special interest they use 
every phase of the post-office services. 

The proposed increase of 100 percent would in my estimation mean the dif 
ference between success and failure to these endeavors by a majority of beginners 
in this extremely important segment of our domestic economy. 

There is another point that I believe has not been touched upon in the hearings 
before the committee. That is the amount of good will generated and business 
developed through successful advertising in magazines going abroad. We fee 
hat magazines reaching pan-American subscribers have a great accumulative 
nfluence on building up a desire for American merchandise advertised in them 
ind certainly it helps the foreign business. I have seen, personally, women in 
South America who claim they learned to read, write, and speak the English 
language simply because of their great interest in the styles, patterns, etc., in 
American fashion magazines. At critical times like these, present postal rates 
on these magazines should be retained and in our estimation everything should 
be done to facilitate even more general distribution of such publications as at 
cooperating toward that end. Most of the general interest magazines as wel 
us our own mail-order magazines require no additional foreign postage. It 
our belief that it is not desirable at this time for the Post Office Department 
nerease the cost of service to these countries to a point that would for 

any avenues of information now available to our foreign friends It 
deprive them of information that they are really hungry to acquire Over the 
ong term we believe it would merely prove a boomerang We believe that 
nstead of increasing revenue for the Post Office Department it would decrease 

nd injure our present pleasant relations gained through free exchange of infor 
mation available through our fine publications 

Sincerely, 
MARK 


SCHWIETERT, TRAFFIC DIRECTOR, 
COMMERCE AND INDUSTRY 
The Chicago Association of Commerce and Industry 
enting approximately 4,700 members, consisting of manufacturer distributors, 
nd shippers of various articles transported by all types of carriers, including 
lions of parcels shipped annually via parcel post. The association is opposed 


S 30 for the following reasons: 


1} 
S. 1355 proposes to reduce the size of package if may be shipped via 


reel post from 100 united inches, length and girt mbined, to 72 inches, and 
so proposes to restrict the maximum limit of a package to be shipped by parcel 


} ‘ ] 


wst from 70 pounds to 40 pounds when destined to points located within the 
al, first, and second zones, and to 20 pounds when destined to points located 
ithin the third to the eighth zones, inclusive. These restrictions are to apply 


] 


ly when the shipments are destined to first- and second-class post offices 


) r 


' ; "s 7 9 
fices, or t ural and stat 


pac kages destined to third- or fo irth-class post o 
mutes, the present size of 100 united hes and the we 
lel continue to apply 


If permitted to become effective the proposed legislation would result in un 


ist discrimination to persons located in communities where first- and second 


rht lim f TO pounds 


lass post offices are maintained, and require such persons to pay transportation 
harees substantially higher than would be paid by persous located in cor 
inities where third- and fourth-class post offices are maintained, or those 
erved by rural or star routes 
For example, Helena, Mont., is a first-class post office, while East Helena, 
Mont., is a third-class post office. Thus, a package shipped from Chicago, IIL, 
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to Helen, Mont., would be limited in weight to 20 pounds, whereas to Eas 
Helena, Mont., the weight limit would be 70 pounds. On an automobile tir 
weighing 25 pounds, shipped from Chicago to Helena, the parcel post charge 
at present $1.95; however, under the restrictions provided by the bill, a 
pound automobile tire con ot be shipped via parcel post to Helena, Mor 

Persons located at Helena would be required to use the service of the Railwa 
Express Agency, motor carriers, or rail carriers. If express service is used, th: 
79 percent greater than the present charge vi 
parcel post. A person located : mast Helena, Mont., however, could continu 
to receive the automobile tire via parcel post and pay the charge of $1.93. Thi 
shipment, if made via parcel post, would be handled, in all cases, by the sank 
postal employees except for the service at the point of destination of the ship 
ment, and it is difficult to fi any circumstances which would justify such 

vross discrimination against persons located in Helena and in favor of persor 

; of these communities ure provided w 


> 


charge would become S3.46, or 


ltiplied thousan: 


re 7,969 first 


the shipments are mad 
exalple, the present pare 
to Delmar and Maquoket 
70 miles, respectively, fr 
and Maquoketa, Lowa, 
under the propost 
Maquoketa wou 
ine other form 
por ; ‘Ss on a 45-pom 
Shipment would be $2.27, as ax: tal] ge, Via parcel post, of $1.0 
or an increase of 124 rm C3 ‘Yr, person it Delmar, Iowa, could re 
ve the shipment via pa | 
The discrimination becomes } wo! unjust when e consider that. in ;: 
t ed through a first- « 
such service may continue to ship 
‘size and heavier weight packages, while persons located with 
vould be restricted to the receipt and shipment of the lower wei: 


l and star route services are furnish 


nstances Ww here rura 


second-« ost office, persons receiving 
t 
{ 


iges For example, a first-class post office is maintained at ¢ 


. Kans., a community with a population of 7,159, or approximately 2,00 
ies. These 2,000 families, located within the city limits of Coneco! 
. t 


stricted il! he use of parcel-post service to packages of not n 


1 t 


nds in weight and 2 cubic feet in size on shipments from or to ¢ 
re served from Concordia, Kans., by ral route, appl 


es, These families could continue to ship and receive par 


y an industry in Chicago would be handled through the s 


go, hauled on the Same trains between Chicago and ¢ 


go up to 70 pounds in weight and 100 united inches in s 


handled by the same postal employees at Concordia whethe 


i 


» within the city or on a rural route. Those families locat 
receiving this additional rural] 
! tted to receive parcels of greater weight and great: 
ated within the city limits of Concordia. This is a d 
dd upon no difference in the type of service rendered to one citiz 
citizen, but based solely upon the fact that one citizen 1 
ts while another citizen lives on a rural route 
and weight restriction would prohibit the mailing of m 
f } first- and second-class post offices, reducing postal reven 
proportionately, and would deprive approximately 28 million families and 
unknown number of business firms from utilizing parcel-post services for tra! 
porta n f mat y articles, which because of size or weight would exceed t 
restricted limits. of which the following are illustrative: 


route service are given t! 


Bedding Roasters Auto tires 

Crib mattresses Pressure cookers Grease pumps 
Small tables Gas heaters Chain hoists 
Radio batteries Fire sereens Canvas belting 
Rugs Coal grates Electric motors 
Vacuum cleaners Garden tools Shovels 

Kerosene stoves Shrubbery Children’s vehicles 
Portable ovens Lawn mowers Sleds 
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SV 
The above items are merely 
which could not be 
in fact 


illustrative thousands of 
shipped by parcel post 


to first 1 second-« 
. the size restrictions would prevent tiie 
cube dimension, or 


“ass post offices ; 
malig of an } } re * 15-inch 
more than 2 cubic feet 
The proposed reductions in 
f many standard unit 


onvert standard unit containers 
yaacking and transportatio 
vould be required to pay. 

Parcel post was established in 1915 te 
ervice. Size and weight limits were 
endous growth of parcel POST sé 
oposed size and 


of the 


size and we 


ght limit 
containers and make 

Into two 
‘ 


costs Which tl 


e 
t 


» Pros ide 


LNCreast 
rvice IS evidence 
weight restrictions would ce 
post service which has been t 


ilab t 
In our opinion posed 


} 
Ipment 


eive rural or star-route ser\ 
S post office, then the post: 
weicht 


nad to determine 


whether 


ions proposed 


“ucainst passare 


Che CHAIRMAN. 


CThank vou, gentlemen, for vour 


to the committee. 


(Whereupon, at 11: 
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THURSDAY, MAY 17, 1951 


Un rrep STATES SENATE, 
CoMMITTEE ON Post Orrick AND CIVIL SERVICE. 
Washi) 

The committee met, pursuant to adjournment, at 10:50 a. 
room 135, Senate Office Building, Senator Olin D. Johnston 
man) presiding. 

Present: Senators Johnston (chairman), Underwood, C: 
Dirksen, Welker. and Duff. 

Also present: J. Austin Latimer, Chief Clerk and Counsel. 

The Cu AIRMAN. The committee will please come to order. 

Mr. Postmaster General Donaldson, vou may just proceed any way 
you want to. 


STATEMENT OF JESSE M. DONALDSON, POSTMASTER GENERAL; 
ACCOMPANIED BY EDMUND J. WALSH, ASSISTANT COMPTROLLER, 
POST OFFICE DEPARTMENT; AND NELSON B. WENTZEL, DEPUTY 
ASSISTANT POSTMASTER GENERAL 


Mr. Don ALDSON, Mr. Chairman and members of the committee, | 
appreciate the invitation to appear before your committee again in 
connection with its consideration of the postal rate revision bill, 
1046, and to comment on some of the statements presented by Wit 
nesses during the extended hearings on the bill. You have been most 
generous in granting ample time and opportunity to all interested 
groups and individuals to express their views. 

Although many witnesses opposed the proposed rate increases 
they presented no new or convincing arguments to support their views 
but merely used the same ob yections aus were raised in Op posing the 
rate-revision bills introduced and considered in the last C ongress but 
which failed to pass. 

The opponents have ignored the facts and made statements tending 
to create an erroneous and misleading impression of the postal situa 
tion. In utter disregard of the indisputable fact that the annual 
postal deficit exceeds one-half billion dollars and the cost of oper iting 
the service continues to rise, due to causes be yond the control of the 
Post Office Department, the mail users and beneficiaries of the present 
low rates insist that such rates should not be raised or, if raised. the 
increases should be so small that the resultant additional revenue 
would be insufficient to make any worth-wlile reduction of the enor 
mous deficit. 

Those opposing adequate rate revision say the post office is a public 


service and should not be expected to be self-supporting: that a deficit 


BOT 
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of half a billion dollars a year is nothing serious and should be het 
by the withdrawal of funds from the Federal Treasury, raised by gen 
eral taxation; that the Department’s cost ascertainment is not a reli 
able or proper basis for establish Mnhye post al he urges, and thi at be fore re 
vising such charges there should be a further study of rates, services, 
cost tindinge, et cetera, and that meanwhile efforts should be made to 
recluce the deficit by the adop tion of modern methods, equipment, and 
procedures which it is alleg red would reduce the cost of operating the 
postal service by as much as from 150 million to 300 million dollars a 
vear, 
' In my statement before your committee at the opening hearing on 
Mareh 20 on postage-rate revision, S. 1046, 1 discussed some of the 
problems confronting the postal service; its phenomenal growth and 
needs accommodate the increasing population: revenues, expendi 
tures, and deficits: the lack of sufficient working space in post offices 
nd terminals; the disruption of the transportation of mail and 
adverse effects upon its handling resulting from the withdrawal of 
thousands of railway post office and closed pouch trains; the manage 
ment and improvement program of the Department, including the 
recruiting of a research staff and the functioning of the Advisory 
Board authorized by Congress, and the reorganization of postal 
accounting procedure s purs uant to the Post Office Department Finan 
cial Control Act, Public Law 712, approved August 17, 1950. May 
] re spectfully suggest th: if the members of your committee review my 
statement of March 20. 1 feel that it explains many features referred 
to in the hearings and will be helpful to the committee in determining 


its action on S. L046. 


PHE DEPARTMENTS COST ASCERTAINMEN' 


cism of the allocation of revenues and expenditures to the sey 
ral classes of mail and the special services by the cost-ascertainment 
procedures of the De »partme nt has been made by most of the witnesses 
who appeared before the committee, regi ardless of the Cc ‘lass of mail or 
Sel ein which they are interested. This IS a favorite form of attack 
ind a part of the strategy followed by those apposing any and all 
proposals for postal-rate increases. It is obviously used to becloud 
the issues and postpone or prevent any worth-while increases in rates. 

The cost ascertainment has been investigated and studied by a 
number of independent experts during the 25 years it has been in 
operation and in every instance the system has been pronounced rea 
sonably accurate and adequate for the purpose for which it is intended, 

amely, as an aid to management and a guide in revising rates. As 
tated by the task force of the Hoover Commissi yn), “The cost ascer- 

ment has been in operation over 20 years and has been refined and 

! proved Hans times, and has received the approval of several well 

qualified independent arpa’ s.’ Naturally. the surveys have show: 

ow the ascertainment might be refined and improved in minor re 
pect ‘ Nese addition s anda modifications have re adopted, 

‘| he most frequent erith ism Is that the cost ascertainment does not 
teak nto consideration such intangibles as relative ethan: degre 
of pie fer ment al (| economic value of the several classes ot servi e, and 
therefore the expenditures all vated to second . third « and fourt! 
class mail are excessive. ‘There is no basis under the law for evaluat 
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o the extent, if any, to which such intangibles should be considered 
so that the only practical thing is to charge each class of mail and 
pecial service ‘with the actual costs of its handling or performance 
is nearly as this is feasible. 

If the Congress, as a matter of public policy, decides that certain 

lasses of nial, « wr sube F asses the reot, or any spe Cli al ervices shoul | hot 
ve required to pay their full cost as determined by the procedures now 
followed, then provision should be made whereby the Department ma) 
e specifically credited in its accounts and on its hooks and records 
ith the amounts or amounts representing the subsidy or difference 
etween the revenue from and cost of the classes of services atfected 
o that the posti il deficit Whey be reduced accordin oly. Unless this is 
lone there will be a tendency to cut the ap propriations for the opera 
on of the posti al service in order to bring its revenues and e xpen ci 
ires into closer balance, an alternative which can only result in 
irther curtailments, reduction of personnel, delay of the mails, and 
eleriorat ion of the service from the high standard of efficiency W hich 
as ever been its purpose and pride. 


\LLEGED “SUBSIDY” IN MAINTAINING THIRD AND FOURTH-CLASS POs 
OFFICES AND RURAL DELIVERY SERVICI 


In connection with the eriticisms of the cost ascertainment many 
witnesses at the hearings on S. 1046 have referred to the fact that 
the revenues of fourth-eclass post othices and many of the third-class 
offices are less than the salaries of the postmasters and other expenses 
of such offices and they argue that the costs of these offices should be 
harged wholly to first-class mail or treated as a subsidy. Some wit 
nesses have stated that 39,000 ont of a total of 41,000 post offices oper 

t a deficit, which is greatly exaggerated. The same witnesses also 
argue that the cost of the rural delivery service, or at least the ex 
ess of its cost over the revenue it provides, should not be charged to 
the low-revenue-producing classes of mail but should be considered a 
service to the rural population and in the interest of the general public. 

These arguments are fallacious and without merit. The number of 
fourth-class post offices is 19.918 and the annual cost of maintaining 
hem is $33,565419. their revenues for the same period amounting to 
816.723.744. There are 12.807 offices of the third class and the cost 
of operating them is $73,640,284 a year while their revenues amount 
to 8$D5.280.448. The combined cost of operating these 32.725 offices 
amounts to $107.205,703 and their combined revenues amount. to 
72,004,192, the excess of the costs therefore being $35.201.511. There 
re 2.732 first class and 5,911 offices of the sieaials class, the revenues 
f practically all of these being sufficient, or more than sufficient. to 
ay the costs of maintaining the offices. In fact, the revenues of some 
hird class offices also equal or exceed their expenses, 

The arguments that the cost of operating the smaller offices in ex 
cess of their revenues should not be charged to the lower classes of 
ail nor to the special services but should be allocated to first-class 
iil or treated as a subsidy in the interests of the general public are 
ulvanced by publishers of newspapers and magazines enjoying the 
ow second-class postage rates and free-in-county mailing privilege : 
lso by the mailers of circulars and other advertising matter at the 
pecial, low third-class rate, and by users of the parcel-post service. 
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These classes make up the major portion of the mail handled by pos 
offices of the third and fourth classes as well as on rural routes ai 
the expenditures for such sery ices are allocated to the several Classe 
of mail on the basis of the volume of each class of mail handled a 
the cost of the service actually performed in connection with su 
handling. 

Most - the witnesses who discussed this feature admitted the sery 
ices rendered by fie smaller post offices and rur: a delivery carriers a 
essential and should not be discontinued. It is by means of the; 
offices and the rural delivery system that ap proximately one-fourt| 
of the total population ie the country is served. ‘There is no questio: 
as to the importance and real necessity of maintaining adequate posta 
service for this segment of our citizens, comprising in the main the 
farmers and other rural people who provide the food and other agr 
cultural products for all the Nation. Not only are these produce} 
but consumers as well, their purchases of merchandise, equipment 
and many — articles amounting to billions of dollars annually 

To allege that the postal service provided for the rural areas should 
he ual as a subsidized service because it does not originat: 
enough revenue to pay its expense is unsound and inconsistent. — [1 
wnores the fact that the smaller offices and rural routes handle avery 
large volume of mail of all classes, most of which originates at th: 
big city post offices where the revenue is collected and credited. With 
out the facilities made available { hrough the small post offices and rural 
and star routes, the volume of mail originating at the large office: 
would decrease greatly as would also their revenue, and the vast rura 
market now existing would not be so readily accessible to manufac 
turers, dealers, and the thousand-and-one distributors of the necessi 
T1es and luxuries ot modern living, and what has become a billion dolla 
trade would become relatively insignificant. 


MODERNIZATION, STREAMLINING AND REORGANIZING OF POSTAL SERVICH 
MAKE RATE INCREASES UNNECESSARY 


\nother argument against postal rate increases frequently us 
during the hearings by opponents is that no increases would be neces 
sary if the modernization, streamlining, reorganizing, et cetera, recon 
mended by the Hoover Commission were carried out. Wild statement 
are made as to the possible savings therefrom. Such claims ove! 
look or dena the fact that nearly all of the recommendations r 
ferred to have already been carried out or are in process or requir 
legislative action by Congress. Furthermore, some of the changes wi 
result in higher operating costs instead of reducing them. For exan 
ple, the idea that millions can be saved by mechanization of the distr 
bution and handling of mail is not borne out by experience. Its app! 
cation is limited to a few of the largest offices and is impracticable a 
a general procedure. 

Another example is the statement currently appearing in the pri 
and quoted by witnesses at the rate hearings to the effect that t! 
transportation of mail by motor vehicles instead of by railroa 
trains between cities located relatively short distances from ea 
oo. as recently announced by the Department, will effect substa 
tial savings. Unfortunately there is some misunderstanding in th 
matter. The change from rail to truck transportation will actual 
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vreatly increase the cost over the amounts paid the railroads at the 
rates now In effect. However, if the petition of the railroads for in- 
reased payments for the transportation of the mails is ap yproved, 
vhich matter has been before the Interstate Commerce Commission 
nee 1947 (the ¢ ‘omission having already granted a temporary in 
rease of 25 percent) it likely that the short intercity hauls by 
ruck will then be less ieuinen than by rail. This is the basis for 
e reference in the Department's announcement concerning potential 
ings Dy trucking some mail between certain cities. 


COMMENTS ON ARGUMENTS AGAINST INCREASE OF SECOND-CLASS RATI 


Many publishers and re present: itive groups of publishers of news- 
(pers, Thagazines, and other periodic: al publications enjoying the 
cond-class rates of postage and special privileges eranted by law 
such matter have appeared before your committee and strongly 
pposed the Increase proposed in Ss. L046. However, some — 
tated they would not object to a “reasonable increase.” indicati 
ata single Increase of not more than 10 percent, or is some Instances, 
series of three increases of 10 percent each, would be accepti able. 
Here is a class of mail which has had no real increase in rates since 
1921 and those rates were revised downward in 1925 and 1928. The 
ites as revised in 1928 represented a substantial reduction from the 
971 rates and except fora temporary restoration of the 1921 rates, 
fective from 1982 to 1934. the reduced rates of 1928 have been in 
fect up to the present time. The inequity of this is obvious in view 
f the fact that the rates on all aia classes of mail, including first 
iss letter mind, and the charges for the spec il services have been 
bstantially increased during the same period. If the publishers’ 
und rates which were in effect from July 1, 1921, to April 15, 1925, 
d from July 6, 1982, to Julw 1, 134, had been applicable to the 
lings ot hewspapers and ma or the fiscal vear L950, 
e postage thereon would have St to sanedeiieaaats 89.500 000 
ore than was actually paid on those mailings. 
There are approximately 2.00 pub lications entered as second-class 
iter. Their mailings at the pound rates in the fiscal vear ended 
ine 80, 1950, aggregated 2.226,000,000 pounds, inclu ling 79,936,000 
uunds handled free of postage within the county of publication, 
bout one-half of this great volume consisted of advertising matter 
lhe average cost per pound for handling second class matter iS over 
}cents whereas the average rate of postage paid on such mail is less 
lan Ycents a pound and the average postage per piece is only 6698 
ents. Because of gyn low, subsidized rate second-class matter 1s 
irrently handled at a loss of approximately S200,000,000 a year, 
hich is more than one-third of the entire post: al deficit. The postage 
uid at the pound rates on these mailings amounted to only 
1.119.648. 
Publishers object to the proposed graduated increase of 50 pereent, 
D percent, ane dv 5 pe reent over a pe ‘riod of 3 dap claiming that the 
‘tal increase of 100 percent is more than they ea POY They allege 
hat the Cost per pound of hi indling Secor d class matt r has increased 
nly 34 percent since the present second class rates were established 
dthen argue that any increase of more than 30 percent the present 


ites “would represent at least a parti: al abandonment of t principle 
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involved in low second class rates.” They i@nore the fact that t] 
loss on this class of mail has grown from $94,000,000 in 1929 1 
S200,000,000 in 1950 and that even after the recommended increas: 
over a 3-vear period become effective there will still be a loss of $16 
000,000 a vear on second-class mail. 

One of the reasons given during the hearings by many publisher 
to support their ~ leas for the continuance of the second-class subsix 
for newspapers and magazines is that they publish without chars 
the notices, orders, and other information prepared by the vario 
agencies of the Federal Government; also that they are fight 
communism and es the “American way of life.” There 
no merit to such argument. Publishers are not required to publ 


matter In it ag It is entirely within their discretion w] 


1 
t 
] 
} 
I 


ev shall publish 
One of the conditions under which a publication may be grant: 
second-class privilege is that it must be published and circulated I 
the dissemination of public information. Certainly information 
carding the activities, projects, laws, decisions, et cetera, pertaini 
to the National, State, county, and city governments is “informati: 
public character” and the publication thereof is merely fulfilling 
the purpose for which the paper exists. As to fighting communis 
and other organized efforts to overthrow our Government, this is sure 
a matter of self-preservation as well as in the interest of the Nati 
and its citizens. 

During the hearings a number of newspaper publishers who se} 
arate their mailings into direct bundles or sacks and transport the 
after weighing in at plant or post office to other offices for local ci 
‘ry thereat or for dispatch and delivery along rural and star rout 
claim this greatly reduces cost to postal service for which they shou 
tas a lower rate. 

Practically the only saving may be a portion of the transportat 
cost and such saving is quite sm: all in most cases. Publishers use t 
niet he a yf distributing their publications, not for the benefit of 
postal service, but in their own interest in order to have the copi 
delivered to their subseribers earlier than would be the case if 
copies were transported by mail all the way, the procedure be 
advantageous to the pub lishers from the st: indpoint of competit ( 
with other publications and oreater service to advertisers. The si 
aration of such copies into direct bundles or sacks is something wh 
the pub lishe rs are required by law to do in an Vv event as all seco] 
class mailings by publishers must be so prepared. 

On the other hand, this method of handling newspapers, commo! 
referred to as exceptional dispatch, entails additional expense on t 
part of the postal service for the reason that it 1s a necessary 
detail postal employees to the publishe rs” Pp ylants, or to have them 
duty in the post office at hours when no emp <b tie would ordinal 
be on duty, in order that the mailings may be weighed and the nec 
sary certificates which must accompany such mailings may be prepa: 
and furnished to the publishers’ representatives. 

The oreater the number ot such exceptional dispatches the rie 
labor and e xpense is involved in the details of the procedure and 
expense connected therewith offsets largely, if not entirely, any savi) 
which might otherwise result. Furthermore, when the copies 
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returned to the mails at some post office for local delivery or onward 
transmission by mail, ri copies must then be distributed at sue] 
points and de live red to subseribers, ine luding de ‘livery by city or rural 
letter carrier in many instances, all of this service being time consum 
ing and expensive. 

Another argument used by witnesses urging low second-class rates 


s that the postal service was established for and is operated primarils 


handle first-class mail and they claim that “if all magazines and 
hewspapers were to stop UsSInYg the post oflice the over all postal clef 
would not be reduced one iota.” The further claim is made that the 
out-of pocket cost to the Post Office Department of handling second 
class mail in 1949 was only $34 million while the income from the sam 
source was 41 million SO that inste; ad ot the sisO million loss show) 
by the Department’s cost ascertainment there was a peepee ot et 

illion 1f out-of- poc ket cost is considered as the real cost of handli 
second-class mail. 

Such statements are not true. Disre warding entirely the cle 
costs of handling this class of mail, it must be apparent that the 
of transporting the 2.226,000,000 pounds of such mail an average 
tance of 463 miles by rail, boat, truck, et cetera, exceeds the allege 
Sod million total out-of pocket figure. These mailings exclusit e onene 
weight of the sacks, aggregated LL1LS.000 tons, equivalent to 442 
carloads of 25 tons each. Obviously, the major portion of the cost of 
transporting this great volume would be saved if hewpapers and 
magazines were eliminated from the mails. Considet also the tre 
mendous amount of space in post offices, loading docks, terminals, et 
cetera, needed to handle second-class matter and the savines which 
would result in this respect if publishers stopped using the postal 
service to distribute their publications, And the lack of adequate 
space is now a big postal problem, The Department feels confident 
that its estimate that a saving of at least 895 million a vear would 
follow the withdrawal of such matter from the mails is quite con- 
servative, 

Now, Mr. Chairman, I have reviewed most of the testimony that 
has been given to this committee, or at least as much as my time would 
* rmit. and really haven't foun d — in this testimon \ that was 

lew over what we listened to last vear, or the year before. 

Che objections we on quite similar. a I do not feel I should take 
up so much time of the committee in taking up each and every detail 
of the Op position raised, 

I feel that there is much merit to raising the postal card from 1 to 
> cents, and the circular mail from 1 to 2 cents. Practically all the 
mail that I received in the Department from the public concerning 
this rate question is centered on those two things, criticizing me for 
not taking steps to raise the rate on the postal card from 1 to 2 cents, 
ind on cire ilar mail from 1 to 2 cents. They think T have the author 
tv todothat. IT could fill the wastebasket in my office each week wit] 
the stuff sent to me by the publie trying to show to me that kind 

aterial they think should not be included in this low rate. 

Then. so far as it applies to the special service features, I think it 
s generally agreed among all of us that the adjuncts to the postal 
service which are special services for the convenience of the — lie 
such as registe red mail, money orders, ani | so forth. s hould be requil 


. 
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to pay their way. I have seen very little disagreement on that 
feature. 

Then the only remaining and most controversial subject on all 
— rates is the second-class rate. I still feel that the publishers will 
not be hurt very much if the rates on second-class mail are increased 
by 100 percent over the 3-year period. You are still leaving a $160 
million subsidy to second-class mail. 

Furthermore, in my correspondence that I received from the public 
on these questions the re is some little cor responde nee that comes from 
the ne wspapers themselves, and I do not find any great amount of 
opposition to these rates from the smaller newspapers. 

I would like to read an editorial from a small newspaper on this very 
subject, which I think is typical of most of those that I got. It 
headed “Ain’t agonna do it.” and is from the Colfax (La.) Chronicle 
of May 4: 


Newspapers all over the country are being organized to fight a proposed in 
crease in second-class mailing rates, and we have the honor of being asked to 
add our still, small voice on the clamorous hue and cry; to publish an editorial on 
the subject, to write letters to our Representative and Senator, to do whatever 
else we cnn to fend off this terrible disaster. 

Ain’t agonna do it. 

From the howl our fellow publishers are fixing to send up, vou will very likely 
think that the publishing business, and perhaps even the world, will come right 
to an end if the mail rate is raised. In fact, one of the things they are going t 
tell you is that any increases in the rate will mean the death of hundreds of dear 
little home-town newspapers, probably including your own. 

We think you ought to have some idea of just how big a factor the mail rate is 
in the operation of the one newspaper we know the most about. 

To send hundreds and hundreds of copies of the Chronicle all over Grant Pat 
ish, all over Louisiana, all over the United States, and to four or five foreign cour 
tries, every week, it Costs US about S150 A week, 

The proposed increase would eventually amount to 100° percent. 
words, we would have to pay about $3 a week 

If the proposed increase were several hundred percent, second-class mail would 
still be the biggest bargain we are getting, and one of the most insignificant of our 
ePNDeENSeES 

Most newspapers complain a lot about the evil of Government subsidies: 
dizzying height of taxes; and the need for businesslike methods of accounting 
Government agencies. 

We don’t talk a lot about such matters. But we believe in them: and what's 

nier still, we believe they apply to us 

We operate a profit-making business. We don’t think the mailing of our news 
paper should be subsidized by the Federal Government to the point where our ma 
expenditure is ridiculously low. 

We don’t think everybody's tax money should be used to mail Grant Paris} 
newspaper 

We think that businesslike methods of cost accounting in the Post Office Dk 
partment are a good thing. And we think that when such methods now (as the 
have shown) that second-class mail is not carrying anything like its share « 
post-office expenses, the second-class rate ought to be raised. 

Excuse us now, while we transmit these same ee s to our Representat 
and Senator for the absurdly low cost of 3 cents e . first class. 


Now, I have many editorials and many sic from small-newspa 
per people along the same line. 

I have checked, Mr. Chairman and members of the commitee, very 
carefully, in our Department, the amounts of postage paid by the 
various publications and the amount they would have to pay out of 
these increased rates. Ido not believe that the increase in rates would 
affect them very much. In other words, if the increase in rates 
coIng to put the publication out of business, then the publication 
already on very thin ice. 
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I just noticed yesterday, reading in the newspaper, that the Ways 
and Means Committee of the House was tr ving to find ways and means 
of raising taxes to offset the governme ntal debt, and among the items 
was a proposal to raise taxes on cigarettes, which would bring in about 
$166 million additional revenue, and here is a bill that proposes to 
raise only $163 million a vear. So if nothing is done on this rate 
bill and IT come in and take practically all of this $166 million that 
they will raise in these taxes to pay the deficit in the postal service, 
I just do not think it is sound. Of course, I realize the policy that 
taxes and rates must be left to the Congress, I surely believe in that. 
and whatever the Congress does I will abide by, but I cannot 
from having some feeling about the clamor all the time to operat 
postal service as a business enterprise and as a commercial enterp 
would operate it—to eut out all unnecessary eXpenses and to elimi 
nate nonessential services that we furnish to the public, when 
could continue to five the pub lie more and more se rvice, we could 
continue to give more benefits to our post: al people to which they are 
entitled 1f we just had more money in the Post Office Department, 
which we ought to have, from this low-revenue-produci 
mail. 

Now, I have prepared other statements with reference to particular 
features of the bill, but, in general, that is my feeling, Mr. Chairman 
and gentlemen of the committee, and T think it would conserve the 
time of the committee if there are any questions they want to ask 
and maybe I can elaborate on some of the things that we are interested 
in. 

Senator Unperwoop. I have a question or two. In the first place, 
Mr. Donaldson, you mentioned the figure of 834 million as being whiat 
the Post Office would save if it did not deliver any second-class mail 
at all. What would it save if it did not deliver any newspapers that 
are paving the full second-class mail rates? How much would 
Post Office Department save ¢ 

Mr. Donatpson. In the first year the Post Office Department would 
save approximately $100 million. A conservative estimate has bee 
$95 million. 

Senator UNDERWOOD. Now, that is based on vour cost-ascertainment 
firure ? 

Mr. Donatpson. No, that is based upon our cost figure in operating 
the postal service. 

Senator Unperwoop. But you are including shrubbery and every 
thing else in that figure ? 

Mr. Donatpson. No, sir. I can take vou to one post office where it 
requires as many as 100 postal emp lovees to = indle the second-class 
mail that is handled in that post office. If it was not handled you 
would immediately eliminate the necessity of 100 postal employees, 
where the average salary is better than 83.500 a vear. 

Senator Unprrwoop. IT want to raise another question. T appre 
ciate what you are trying to do in bringing the expenditures in line 
however, I just absolute lv do not agree with the theory that the Post 
Office should be run as business is run. T think it should be run as a 
service. I think if it was THN as a business tne: (rovernment ought 
to turn it over to private business to operate. It is just like a hospital. 
where vou charge the patients on the eighth floor and do not charge 


ho” ‘lass of 
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them on the other seven floors, or where you are trying to raise the 
rates on the eighth floor and nothing on the other floors. That is 
how I feel toward the attitude of trying to raise the mail rates. 
You referred to the subsidy to publishers, but isn’t it a subsidy to 
the peop le of the United States also / Now, we are talking about this 
Voice ot America program. F or instance, in our State. in the early 
adays our peop le were in the wilderness. They opened up colleges 
and universities, and they got a prin oe g@ press and floated it down 
he Ohio River, in order that they might have enlightenment on the 
part of the peop le. The people on ao, seacoast helped because they 
did not dare to live with a backwoods on the frontier. Don't you 
think there is some obligation to maintain the distribution of news- 


papers ¢ and magazines to the people for the purpose of publhie enlieht- 


enment 4 

Mr. Donaupson. Senator, I recognize that recommendation and we 
would still permit the publications to be subsidized to the tune of 
8150 million. I think the subsidy today is too great. That has been 
a question for a long while. 


l 


The question you are raising with reference to the low rate for 
second class. it Was proper and apes for the Congress to give the low 
rate to accomplish just what you are talking about, but that was 
many, many vears ago. Those times are past. At that time the only 
means you had for the dissemination of information was the press. 

Senator Unperwoop. Don’t you think public enlightenment is just 
as Important now as it was then? 

Mr. Donatpson. Sure I do. IT would like to read to vou, on that 
subject. what President William Howard Taft said in 1909, on that 
very subject : 


Che deficit every year in the Post Office Department is largely caused by the 
low rate of postage of 1 cent a pound charged on second-class matter, which 
neludes not only newspapers, but magazines and miscellaneous periodicals 

| loss growing out of the transmission of this second-class mail mutter 

pound amounts to about $63,000,000 a year. The average cost of 
isportation of this matter is more than 9 cents a pound 

appears that the average distance over which newspapers are delivered 

their customers is 291 miles, while the average haul of magazines is 1.049. 

nd of m ellaneous pel odic: . 1.128 miles Thus, the average haul of the 
is three and one-half mes and that of the miscellaneous periodical 
four times the haul of the daily newspaper, vet all of them pay the sar 
rate of 1 cent a pound The statistics of 1907 show that second-clas 
natter constituted 63.91 percent of the weight of all the mail, and vielde 

v 5.19 percent of the revenue 

The figures given are startling, and show the payment by the Government of 

enormous subsidy to the newspapers, magazines, and periodicals, and Cor 
vress may well consider whether radical steps should not be taken to reduce 
the deficit in the Post Office Department caused by this discrepancy between 
the actual cost of transportation al d the compel sation exacted therefor 

| merely read that to point out there is a difference between the 
period when the publications were given the low rate and today 
There never has been a time up to now when second-class mail was 
subsidized to the extent it is tod: av, and vet over all that per iod of time 
you find various Presidents and various Postmasters General asking 
for increased rates in second class when the deficit was very, very 
small. Today we have got a deficit of $550 million and then they 
only had a deficit of a little over $17 million. Certainly there is some 
necessity for putting the financial condition of the Post Office De 
partment In better shape. 
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The Cuairman. Did I understand you to say that was a $63 million 
leficit on second-class mail in 1909 ¢ 

Mr. DonaLpson. Yes. 

The CHarmMan. What was the total expenditure of the Post Office 

1909, approximately ¢ 

Mr. DonALpson. | will get it for you. I have 

The CuatrmMan. I wanted to see how it is rm 

ired with then. 

Mir. DoNALDson. In 1909 the total audited revenues of the Post 
Office Department were $203 million, and the total expenditures were 
~~Y1 million - and the deficit was only S18 million . and vet here Was 

request for an increase to wipe out the cdleficit. | do not think that 

ere have been. 1 1s time mn the postal service, but two tim as when 
| would have come to this Congress asking for increased postal rates, 
nd that is when the deficit runs more than 33 percent of the rey 
nues, and | would not have come to Congress at these times for 1 

‘ases, but it just points out the thinking all along the line. 

The CHAIRMAN, The deficit 1n second class, then. is far 

e deficit in the entire Post Office Department. 

Mr. Donaupson. The subsidy in second class of 8200 million is more 
Than the deficit we had over many years in the operat ion of the postal 
service, 

The CuarMan. How much did we expand to maintain the Post 
Office in 19097 . 

Mr. DonaLpson. S221 million. 

Phe CHarmMan. And there was a deficit of how much 

“ass ¢ 

Mr. DonaLpson. There was a deficit of $63 million. 

Phe CHamman, 863 million on second class / 

Mr. 1 NALDSON, Yes. Now, | have rey lewed all of our files Ol} 

story of second-class mail from beginning to end, and [ would 

ive agreed with some of the statements that were mace. 

Phe Cuairnman. | want to get it straight. At that time. then, « 

lasses were cal rving the seco} cl class mal. 

Mr. Donaupson. Oh, ves. 

The Cuarrman. That is what I am trving to get at. 

Mr. Donaupson. Yes, sir. 

Phe Cuatrrmman. And they have been ever since. 

Mr. Donatpson. Yes, sir. 

The CnarrmMan. You say there was a $63 million deficit in second 
lass, but in all of the departments there was a small deficit there of 
some S18 million. 

Mr. Donaupson. That is right. 

Senator Unperwoop. According to the cost-ascertainment figure 


that you had, you are charging up to second-class mail certain things 
that you. just say should be charged, such as one-third of the rural 
routes should be charged up to second class. 

Mr. Doxaupson. What should vou charge the operation of the rural] 
routes to, Senator ¢ 


Senator UNpERwoop. Tothe people that live there. I think it would 
be the most disastrous thing in the world to do away with the rural 
routes, and you are taking a step that may lead to it. You could abso 
utely stop second class hewspapers from gvong on the rural routes, 
ind you would still have to maintain your rural routes. It is done 
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for the benefit of the men who live there, and for the benefit of th: 
country of which they are citizens, and not for the benefit of the new: 
paper that goes to them. ‘There are many cases where newspape! 
will be sent to them, such as the New York Times, that would be sei 
to them anyway, even at a loss, if you do away with your second-clas 
mail rates, 

Mr. Donatpson. Senator, the same thing is true of city delivery 
which costs you S400 million a year. Bear in mind if we operate: 
rural delivery for first class only, we would not operate the rural rout: 
more than three times a week. 

Senator Unprerwoop. That is what I am saving. That is exact 
right, you would only be delivering it three times a week just as sur 


} 


asanyvthing inthe world. 


Mr. Donautpson. The biggest volume of mail carried on the rura 


routes is second-class mal, third-class mail. and fourth-class mail. s 
W hy should we charge the operat ion ot the rural delivery to first clas 
mail ¢ 

Senator Unperwoop. | understand you can't charge it to first-cla 
mail specifically. You charge it to the Post Office and to the Gover 
ment and not charge it to the paper. 

Mr. Donatpson. Would it not be proper, under that theory, Sena 
tor, that the Congress just appropriate the amount of money that 
necessary to perform rural delivery service as a subsidy and taking 
out of the postal service / 

Senator UnpERwoop. Not the whole cost, because you clo vet sont 
revenue out of it. You are doing it for schools, you are doing it fo. 
the REA, you are doing it for roads, and you are doing it for 
the Department of Agriculture. Do vou believe it is advisable to send 
mail free from the governmental departments ? 

Mr. Donatpson. The law gives us authority to take credit for that, 
and that is not even considered in connection with my rates at all. 

Senator Unperwoop. Don’t you think, by the same token, the Nev 
York Times would be of as much benefit to the rural subscriber as som 
of the Government publications that are sent to him ? 

Mr. Donatpson. Sure, but so far as the Government publication 
are concerned, that is separated on the books and not charged to thi 
operation of the postal service. If you want to treat the rural ck 
livery the same way, vou will save $1,500,000,000 a year to the Post 
Office. You can do the same for city delivery. If you set that asid 
you would save 8400 million a vear. 

Senator Unprerwoop. Of course, if vou could get all the incom: 
of the Post Office and not deliver any mail, you could run it at 
profit, but you cannot do that, you have vot to run the Post Offic 
and you have vot to run it as a public service, for the benefit of th: 
Government and the people of the country. 

Mr. Donatpson. But why, Senator, would vou think that second 
class matter, which consists mostly ot publications, should be carried 
at such a low rate? 

Senator Unp1 RW OOD. I want to ask you a question. Do you believs 
in carrving religious publications at a still lower rate? 

Mr. DonaLtpson. No,sir: I do not, and never have. 

Senator Unprrwoop. Do you believe in carrying the America! 
Legion magazine at a lower rate? 

Mr. Donapson. No, sir. 
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Senator Unperwoop. Do you believe in carrying fraternal magazines 
at a lower rate / 

Mr. Donatpson. No, sir; and I will tell you why I do not. The 
law authorizing a lower rate to a publication is based upon the pur 
pose of that publication. The purpose is the clisse ynination of public 
information to the public ceetetil, 

Senator UnpErwoop. Don’t you think 

Mr. Donatpson. Now, just hold up for a moment. The purpose 
s the dissemination of public information. The fraternal magazine 
disseminates its Information to its members only, even though it may 
be a large number. The church magazine disseminates its informa 
tion to the church members only. The newspapers disseminate in 
formation to the public generally, and the commercial magazines also, 
Dut all of these SO-C alled exce pted pe r odie: ils ot these ditte rent organ 
izations disse ‘Mminate Information to the members of the organiz itions 
ind there is less reason for giving them the low rate than there is for 

iving the low rate to the newspapers. 

Senator Wetker. I would like to ask him a question, Senator, 
vou will permit the interruption. 

When you say the American Legion magazine disseminates infor- 
mation only to the man who belongs to it. I say you are wrong, 

Mr. DoNALDSON. I did not mention the America n Legion, the Sen 
ator mentioned it. 

Senator Werker. Let us go to the Elks magazine. I happen to 
belong to that, and I know the members of my family read that more 
than Ido. [think you are wrong on that point. 

Senator Unprerwoop. There is one more question that I would like 
to clear up. I do not want to get too much into the theory of this 
thing. Some of it has just been beyond my comprehension, and I 

ave been asking for enlightenment. 

Mr. Dona.pson. I take it that way, Senator. 

Senator Unpt RWoOOD., Do vou beheve in the Voice of America 
program ¢ 

Mr. Donatpson. Yes, but you appropriate money directly to that 
ind do not tie it in to any partic ‘ular form of subsidy. You remember 
the Post Office Department was created on the theory that it was a pub 

c agent. 

Senator UNprerwoop. Don't you think that still is the definition / 

Mr. Donauoson. It is to perform service for hire, and the hire is the 
fee we charge for performing service. 

Senator Unperwoop. Did the the pony express riders pay for them 
elves ¢ 

Mr. Donatpson. The postal service in the last 100 years has not paid 
for itself more than 13 years out of the hundred years. 

Senator UNperwoop. Why did you pick out one specific item and say 
t should pay for itself ? 

Mr. Donaupson. I have not. 

Senator a I believe you are right about that, because I 

elheve you haven't, but I believe that is sili at some are doing. Let ine 

sk you one other question : 

We have the question before us now of pay Increases. It has been 
Lup, in my opinion, on the mistaken theory that it is tied in with 

» post: al rate raises. Have you decided when you are voile to @ive 

s recommendations on those pay increases ‘ 
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Mr. Donatpson. I am glad you asked that, Senator. There | 
been some pepe that has been put out, and I don’t knew t 
source of 1 l testified before the House committee on this rate b 
and | spec fie ally stated that the rate bill had no relationship to t) 
salary bill. I also testified to this committee to that effect. The salar 
bill for postal employees is something that you are going to hav 
whether vou do at ything with this or not. [am for adequate salari 
for post: il people in accordance with the present-day cost’ of living 
and I have had a budget people working on this for 2 weeks wit 
the Labor Department, getting all the statistics they can, to see wh 
recommendations we can bring before this committee on the sala 
bill. 

l am very much concerned in relation to the salary bill, the 
‘ate of pay received by the temporaries and beginners in the aa 
service. Lam inclined, if I am permitted to do so, to recommend t!} 
the four lower grades be eliminated entirely, so that the entrar 
salary will be sufficient to permit the Post Office Department to obta 
the help W hich is how being’ hired away by outside industries that } 
a higher rate of pay. For instance, we cannot make any perma 
appointments in the postal service. From here on |] don't know 
long we will h: ave to de pen id on te mpore ary emp loyme nt. It i Is going 
increase the number of temporaries that we will have to do the wor 
of the Post Office De partment with. 

The entrance pay for the temporary I think is a little less 
$1.52 an hour, whereas the minimum pay on the outside, in me 
ndustries that I have checked, is $1.50 an hour. Now, how can v 
expect a post-office employee to come in and work for us in a temp 
rary capacity for $1.52, with no guaranty of permanent employni 
or security at all, when he can go outside and get $1.50 an hour in 


} 


porary ‘apacity, With no guaranty of permanent employme 
ie obvi main will quit the postal service and go into the ot 


employment. 

I am very much concerned about it. Revardless of what vou 
ithe rates, something should be dqne about that. 
Then. after all, I feel the reclassification of the postal salari 
long overdue. We have passed many laws increasing the salaries 
postal people, but they have all been across the board, flat increa 
across the board. That has distorted the salaries of some supervis 
and some postmasters to where some of the employees, together w 
overtime, are making more salaries than the supervisors and yp 
masters. That should be corrected. That should not be considered 
a percentage Increase tO posti al emp lovee s, it should be rectified 
long overdue reclassification. That would be the second step. 

Then, the third step would be what increase should you give to 1 
postal people in accordance with the present-day cost of living. T| 
would be the third step. That is my theory about it. Whether 
Is cone to coine ide with the theory of some of these other people W 
are talking about salaries, I don’t know. 

If we are going to keep the postal service going in these try 
times, something has to be done about it. 

Senator Dirksen. What is your estimated deficit for fiseal 19. 

Mr. Donautpson. You are talking about present-day costs / 

Senator Dirksen. Whatever you submitted to the Appropriat 
Committee. 


' 
{ 
Wit! 
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Mr. Donaxtpson. It will run somewhere near $550 million to $560 
million. 

Senator Dirksen. Just as a round figure we can use $550 million / 

Mr. DONALDSON. | think that would be cor rect. 

Senator Dirksen. What would be the cost of correcting this in 
equity in the case of temporaries ¢ 

Mr. Donanpson. The cost I am talking about, Senator, the elimina- 
tion of the four lower grades, would bring about an entrance salary 
to postal employees of $3,100. 

Senator Dirksen. Have you calculated the difference annually / 

Mr. Donaupson. Yes. ‘Then ope reclassification of these positions 
of postmasters, supervisors, and so forth. Then assuming that that 
emplovee would get a 10-percent increase, which is the highest increase 
that can be made under the Wage Stabilization Board, that would 
cost somewhere between SZd0.0000 000 and S30V0.001 MOUs SYAO O00 000 
is the low figure. 

Senator DIRKSEN. For all three items / 

Mr. DonALpson. Yes. 

Senator Dirksen. Well, suppose we say, for all of them, $300, 
000.000. If Congress took action on that. that would leave vou with 
a deticit of somew here close to S800,000,000 or S850,000.000, 

Mr. Donatpson. Yes. 

Senator Dirksen. In fiscal 1952. 

Mir. Donanpson. That is right. 

Senator Dirksen. That is cl pe nding n when it became 

Mr. DoNALDSON. Phat 1s rieht. “1 rmore, that deticl 
hat figure the Interstate © 
(Commission cones along and vives the railroads more par 


be inereased over and above t 


are iving them. 

Senator Dirksen. You have got a part 
present time. 

Mir. Donanpson. In the budget at the present time } 2 
nterlm rmacrease that the Interstate Commerce Commission 
ized some time ago. 

Senator Dirksen. The aggregate amount would si up to wl 
S320 million 4 | 

Mr. Donatpson. We reached a compromise on $312 mil 
was a cash settlement for the period from February lt) to thre 
end of the calendar vear Lov. That 8312 million vnoiuded the vo 
pe reent interim rate that we had already paid. The railroads were 

ing for something over S800 million ¢ ash settlement, and we fin: ally 
ompromised on the $312 million, including the 25 percent. The rail 
roads agreed to the repeal of the round trip provision, which is the 
iw. They agreed also to differentiate between long and short hauls. 
ind agreed to let the Interstate Commerce ¢ Ommussion fix the rate 
fective January 1, 1951, from here on out. It was a good compro 
rise, 8500 million below what the railroad companies had asked, and 

was below what our own cost fioures showed, 

We have made, for about 2 vears, an extensive study of all the 
ists of ope re ating the railroads, the terminal charges, the Operatlo! 
if the trains, and everything else, and our own cost figures would 
ave justified a cash settlement much higher that we reached in the 
ompromise. 


Ok = ! 
ree whieh 
‘ 
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Senator Dirksen. Let us take the amount of settlement, $312 
million. 

Mr. Donaupson. Yes. 

Senator Dirksen. A portion of that will be liquidated by the 25 
percent. 

Mr. Donaupson. Yes, the 25 percent that we already paid, Sen 
ator, and there isa deficiency pending of $152 million. 

Senator Dirksen. ‘To liquidate the rest of it would take roughly 
S150 million ? , 

Mr. Donaxupson. $152 million. 

Senator Dirksen. Let us say $150 million. To take care of your 
cost-of-living increases, your reclassifications, your temporary em 
plovees, and liquidating the carrier charge, that would just about 
reach SL billion. 

Mr. Donaupson. Yes. 

Senator Dirksen. Eight-hundred-and-fifty-million-some-odd dol- 
har’s. 

Mr. Donaupson. Yes. You must remember the cost of operat 
ing the postal service today is $1,116 million, more than it was in 
1945, and we did not have any Increase 1n postal rates since 1944. 

Senator Dirksen. General, let us look at the bill that is before us. 
This bill came from the Post Office Department, it is vour bill; is 
that right / 

Mr. Donatpson. Yes. 

Senator Dirksen. So these are your suggestions / 

Mr. DonaLpson. Yes, sit 


senator Dirks N. What do vou expect to derive by Wah ot increased 


revenue as against this deficit from postal cards and the free cost 
of manufacture of the post ecards ? 

Mr. Donatpson. The raise in rates from 1 to 2 cents would increase 
the revenue about $46 million. 

Senator Dirksen. Does that also include private mail cards? 

Mr. Don ALDSON. Yes. 

Senator DirksEN. So we start with 846 nullion. Does that include 
the double postals also? 

Mr. DONALDSON, The double postals would increase to +4 cents 
(utomatically, when you put up a rate of 2 cents on the postal card, 
the double postal is increased likewise. 

Senator Dirksen. In your estimate you included postal cards of 
all kinds, including the doubles ? 

Mr. Donaupson. Yes 

Senator Dirksen. Now, then, General, what would you get if we 
added 1 cent to first class mal / 

Mr. Donatpson. Which, 1 want to say specifically 1 am opposed 
to at the present time. 

Senator Dirksen. That is not the point. 

Mr. Donautpson, The amount of revenue derived if you increase 
first-class mail from to 4 cents for the first ounce, it would raise 
anywhere from 3150 million to $200 million. 

Senator Dirksen. Is $200 million the high estimate ? 

Mr. Donanpson. That is on present-day volume, $200 million I 
think would be conservative. 


il 
» 
> 


Senator Dirksen. So if we increased first-class mail by a cent. and 
took your recommendation on postal ecards, we would have a S250 
Mh llion mncrease over the vresent revehbues. 
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Mr. Donaupson. A little less than that. 

Senator Dirksex. What will the 50 percent increase for the first 
ear on second class mail ammount to? 

Mr. Donatpson, S20 million. 

Senator Dirksen. That is a 50 percent increase the first vear?/ 
Mr. DONALDSON, Yes. , 

Senator Dirksen. And what will the 25 percent increase amount 
»in the second vear ? 

Mr. Donaupson. It will be increased hy another SLO million. 
Senator Dirksen. $20 million the first vear, then S10 mil 
econd year 4 

Mr. DonNALDson. Yes. 

Senator Dirksen. And then S10 million the 

Mr. DonabLpson, That is rieht. 

Senator Dirksen. There will be no increase 

os, but what will we vet 1 we do put arate o 

Mir. DONALDSON. STNOO00 at 1 cent a pound, 

senator DirnkKSEN. Is this the over-all inerea 

ver-all figures / 

Mir. Donaupson. In second class ? 

Senator Dirksen. In second class. 

Mr. Don ALDSON. In the breakdown that m “tse would amount to 


bout STS9.000, on transient second-class mal. 


Senator Dirksen. Three-quarters of a million is a modest amount 
for that item: is that meht ? 

Mi. DonALDsoN. That is right. 

Senator DirKSEN. Now, then. that would exhaust second-el: 


Mr. Donatpson. That is right. 

Senator Dirksen. But it would be at the end of the third 
before we had $40 million of additional r . We would on 
vet $20 million the first vear. 

Mr. DonaLpson. That is right. 

Senator Dirksen. Then 810 million the second vear and S10 million 
he third vear. 

Mr. Donaupson. That is right. 

Senator Dirksen. It would have to be on a cumulate basis before 

reached the S40 million. On the basis of the recommendations 
ou made in section 8 of the pending bill what would you get for 
ird-class mal / 

Mr. DoNALDSON. S65.857.000., 

Senator Dirksen. Is that conservative / 

Mr. Donavpson, That is factual, based upon present-day volume. 

Senator Dirksen. What would we get 

Mr. Donabpson. Out of the special services, the registered mail 
vould be $10,583,000, and insured mail—— 

Senator Dirksen. What was that again / 

Mr. DonaLpson. $10,583,000. Insured mail. S809.000: @. 0. d. mail, 
~7.461,000; the special delivery mail, SLO120,000, 

Senator Dirksen. Did you have one other special in there? What 

is the first special / 

Mr. Donarpson,. Registered mail. 

Senator Dirksen. 87,000,000 from e¢. 0. d.. and S1O,000,000° from 


out of the specials ¢ 


pecial delivery ¢ 
Mr. Donaupson. That is right. 


SOTRL 1 56 
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Senator Dirksen. That would include sections fand 5? 

Mr. Donaxupson. That is right. 

Senator Dirksen. What about return receipts? Does it amor 
to much ? 

Mr. Donatpson. That we will do by our own administrative actic 
The notices to publishers would bring an increase of $722,000. 'T! 
notices of change of address would bring $1,109,000. Certificates « 
mailings, $755,000. Then the first class mall on drop letters wou 
be increased to 2 cents, that would bring $1,375,000. The total of ; 
of this would be $163,734,000, Then if you added the first-class m: 
on that, 8363.734,000. Then if you added the administrative actio: 

t would bring it up to £366,320,000, it would closely appro 
$400,000,000, if you increase the rate on first-class mail. My recor 
mendations here, plus the increase on first-class mail as suggest: 
by vou, would bring the total revenue of around S400.000.000, Thi 
i have pending before the Interstate Commerce Conmission t 
fourth-class rates, whieh would raise about $105,000,000, 

Senator Dirksen. Just so 1 keep it in a continuous form, you sa 
the President’s recommendation vesterday with respect to the cost 
living increases for emplovees in the District of Columbia ¢ 

Mr. Donautpson. I saw that but I did not have a chance to digest 

Senator Dirksen. Roughly 714 percent. 

Mir. DonaALpson. Yes. 

Senator Dirksen. It is fair to assume that the Congress will ena 
the cost of living increase for the postal workers, Just as an assuny 
tion, in view of what is pending presently / 

Mr. Don ALDSON. | cannot conceive how ( ongress can do otherwi 

Senator Dirksen. So while we are thinking of our postal deficit, 
might just as well think about temporaries, reclassification, cost 
living increases and liquidation of the obligation to transport carrie 


san ascertainable obligation, so for all purposes it 1s like a fix: 
laim and sooner or later we will have to meet it, we cannot defer 
toother years. It may or may not be interest-bearing, but, at any rat 
tis there. sO if we Want to put you! ship in order we will have Lo 
crease your cost one billion dollars. 

Mr. Donanpson. That is right. 

Senator Dirksen. Under the bill at the present time, just a 
stands now, we Ww i}] vet, as a mater ot fact, only S20 million the fi 


vear out of second-c 


. iss mail, and $46 million out of your rec 
mendation for first-clas 


iss mall, and S10 million on registered and $j 
million on ¢. o. i and $10 million on specials, so with your reco} 


I. 
he 
] 

Ik 


mendations we start with $93 millon, roughly, as an estimate, whi 
is less than 10 percent of the deficit that would be staring us in t! 
face if we go through with the program I just outlined / 

Mr. DonaLpson. Yes, Senator, you are right on that. All of my re 
ommendations contained in this would bring it up to $166,000,000. 

Senator Dirksen. We have here less than 10 percent of an estimat: 
deficit, with all the things we included in it. 

Mr. Donanpson. Yes. 

Senator Dirksen. Let us get around to the fourth class. You mad 
vour recommendations to the Interstate Commerce Commission « 
fourth-class mail. 

Mr. DoNaALpson. Yes. 
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Senator Dirksen. Incidentally, General, I have not familiarized 
myself with the time factors that are involved there. Is the Inte1 
state Commerce Commission under obligation to meet a deadline in 
making their report or recommendations ¢ 

Mr. Donaupson. There is nothing in the law that requires it. All 
the hearings have been concluded, the arguments have been concluded, 
and I feel there would be some decision by the Interstate Comme: 
Commission within the next 60 days. 

Senator Dirksen. [ just assumed, as a regulatory age 
with the responsibilities that it has by the Congress, 
some moral responsibility to make a recommendation at 

Mr. Donatpson. 1 think so. 

Senator Dirksen. At that point, Mr. Chairman, I 
just a moment. We have been discussing ve) erally in th 
from time to time, the advisablity of Congress recapturing this autho 
ty over fourth class rates. | beheve it should be done. I think 
ire in dutv bound to idivise the Interstate Commerce Commission al 
nost forthwith. for it we do not do it thes \V it] feel, man rele pen 
governmental body, thes must make some kind of recommendation. 
When it comes it will be there, and then it will be in vour hands, of 
course. We take back the authority that we delegated to them some 
vears ago, [ think in an appropriation bil! 

Mr. DONALDSON. j know there isa basic law that has been on t 
hooks since 1926. that directs the Postmaster General to go to the 
Interstate Commerce Commission for increased rates on tourth-cl 


matt whenever he finds It not paving ItS Way. Phat 1 Lust 


Senator Dirks! N. | wanted to digress lone enough, Mr. ( i} 


to indicate it probably will not have iny choice except to utt 
finding of some kind, which can become a floor or ceiling, or a ta 
or suggestion to this committee that it is going to do something | 
It would comple ite the job some 1f that were m vcle publ ec at 
date. We still think we ought to sav something about fom 
rates. I think that is within the jurisdiction of this committee. 

Mr. DONALDSON. | would like to Say Sol eth ng, Senator, 
will permit me just a minute. 

Senator Dirksen. Yes. 

Mr. Donaupson. The law directs the Postmaster Genera 
the Interstate Commerce Commission whenever he finds that tl 
on fourth-class mail are not sufficient to pay its way. I came 
Congress in 1949, and again in 1950, with a recommendation 
nereased rates, and included in my recommendations increased rates 
on fourth-elass mail, and T was chided very severely, both in this 
committee and the committee of the House, for bringing the fourth 
class thing in here. Why did not I obey the law and go to the 
Interstate Commerce Commission for rates on fourth-class mail? My 
reply was, I felt Congress could do this in one package. and T d d 
not feel like 1 wanted to fo TO the Interstate Commerce Commission 
to petition for increased rates on fourth-class mail while nothing was 
done on second-class mail and third-class mail, and these other classes 
of revenue-producing mail. I went through 1949 with that argu 
ment, and in 1950—and in the 1950 Supplemental Appropriation A 
passed by the Congress—they directed me to go to the Interstate Com 
merce Commission On these rates, and penalized me so that | co i] 
not draw any money out of the Treasury to meet the deficit unless 






































S76 ADJUSTMENT OF POSTAL RATES 





and until I did petition the Interstate Commerce Commission fo 
increased rates. I filed my petition for rates sufliciently high enough 
to make the fourth-class mail pay its way. I made a recommenda 
ion for a sufficient raise to make fourth-class mail pay its way at 
that time, and at the time when I filed the petition. 

The CuarmMan. Mr. Donaldson. 

Mr. DonALpson. Yes. 

The CHairMan, 
House / 

Mr. Donaupson. In the House. 

The CiairmMan. Or was it put in in conference ? 

Mr. Donat pson. Let me say this off the record, please, 
( Discussion off the record.) . 
Mr. DON ALDSON, The Interstate (Commerce 


‘hat was put in the appropriation bill ain the 


Commission has ne 
iuthority, Senator Dirksen, to make a finding except only in one way. 
I set these rates to make the fourth-class mail pas its Wity. They 
either approve it or deny it. If I ask for a T-cent increase they ca 

not say 5 or 6, they either have to approve the 7 or deny it. 


Senator Dirksen. Of course they can do they can ‘do this, they 


an submit their opinions and recommendations and indicate what. 
nthe judgment, is deficient or weak inthe case. Thev have the right 
todothat. 

Mr. Donavpson. They have the right. Senator, to indicate that 
in their judgment the rates I have recommended 
right, based upon the cost of handling the mail. 
rates themselves. 

Senator Dirkson. How much will the fourth 
recommendation, bring ¢ 


are not basically 
They cannot fix the 


class, under vou 


Mr. Donaupson, $105,000,000, and they are not high enough 
Senator Dirksen. Your deticit carries also all the items for franked 
matl, free mail, does it not 4 


Mr Don ALDSON, No. sir: that Is set aside by law hia group of what 


known as nonpostal items, which is technically a bookkeeping group 
Senator Dirksen. Did you include the technical bookkeeping grou 
in the deficit / 


Mir. DonaLpson. Yes. 


Senator DirKseNn. So it is not reflected in the 8550.000.000 4 

Mr. Donanpson. Yes. sir: it is reflected in the 8550,000,000, There 
Is S160,000,000, as IT pointed out in my statement, that should be set 
aside as a normal deheit of the Post ()thce Department. That Is 


made up a franked mail, penalty, subsidy, free for the blind. In mak 
ing my annual report IT made a cash statement and a bookkeeping 
statement. My cash statement will show 8550,000,000, and mv book 
keeping statement will show a deficit of S160.000.000 less than the 
S5DO 1) OOO, 

Senator Dirksen. And that 8160,000,000 is broken down as bet weet 
franked mail and subsidies / 

Mr. Donaupson. I certify to the Treasury each year the amount 
involved in those nonpostal items, and quite recently | prepared what 
I figure isa fair estimate of how these items are made up. 

Senator Dirks N. Well. General. for oul 
mate it. and vou can always correct the record. 

Mr. Donatpson. It is 160,000,000, 


purposes, Just approx! 


senator Dirks x. | mean the division 


wo wnto it. 


as between the items that 
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Mr. DONALDSON. The estimated umount of postage which would 


, © ‘ . 
have been collected on matter miailed during the vear by officers of 


j \ ray ' 
LO OO, The est bated 


the Government, that is on penalty mail, Ss 
unount of postage which would have been collected on franked 
S 1.500.000, The cost of handling free In-countyv second-el 


cations, S12.000 000, a he cost ot handling free-for-blind 


Lhe COst ih eXCeSs oft revebues for hanadlin publications 


a 


1 


onal, religious, educational. and so forth, S13.500,000, The 
miscellaneous nonpost | items, such as service performed tO 
service Commission, selling documentat Stadnaps. m 


tamps, a d so forth. 83.000.000, The estimated sul 


itors of domestic and rorelgy airlines, SS UO OO, 
to S161400,000, 
Senator Dirksen. Well now, General, we 
his: The estimated all-inelusive deficit is 81.000 
Mr. Donanpsox. Then vou should subtract 
OO O00), 


Senator DirnkSEN And subtracted from threat S100 00004 


vhich vou certainly are not properly chargeable, thiat 


S165.000,000 for subsidy. and penalty mail franked mail a 


Ces rendered, 

Mr. Don ALDSON, Yes. 

Senator Dirksen. So that brings us down to SS835.000,000, 

Now out of fourth-class mail we get S1LO5.000,000, 
aggregate items we get 895,000,000 the first vear. 

Mr. DonaLtpson. No: that is $166,000,000 each year. 

Senator DirksEN. S166,000,000 4 , 

Mr. DonaLpson. Yes, sir. 

Senator Dirksen. Let us recapitulate those items for a moment. 
We would get $46,000,000 out of the post cards and postal ecards, 

Mr. Don ALDSON,. You omitted third class, which is SGD.S57T OOO, 

Senator DIRKSEN. S65.000 000 4 

Mir. DoNALpson. Yes. 

Senator Dirksen. So the aggregate there for the bill that is before 
sis what / 

Mir. DonNALpsSon. 8166.320.000. 

Senator Dirksen. So adding these items we g¢ 
hat leaves us still with a deficit of S564,000,000, 
ow about this package that we have summed up / 

Mr. Donatpson. I haven't followed those figures, Senator. 

Senator Dirksen. Let us just look at them. Your deficit is 8550, 
OO .000, which contains also these not properly chargeable items. 

Mr. Donatpson. Yes. 

Senator Dirksen. The temporaries, reclassification, living costs, 
ve aggregate at $300,000,000, and the liquidation of vour carrier a 


ret Sv LOO OO) Lhe 


! > 
does it not, talking 


ount, to get in shape with the railroads, another S150,000,000, 

Mr. Donatpson. That is too much to put in, Senator. We are pa 
ng, and we have in our accounts now, the 25-percent interim rate 
they should vive the railroads another 2D percent, that would be some 
vhere around $45,000,000 a year. That 8152,000,000 vou are talkin; 
ibout covers the period from 1947 to February 3b, 1990. 

Senator Dirksen. I am speaking of one fiscal vear and hquidat 
the outstanding obligations we still have of S150,000,000, 
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Mr. Donaupson. That is all chargeable to the current fiscal veal 

Senator Dirksen. How much will come due in 1952 4 

Mr. Donanpson. About $45,000,000, if the Interstate Commerc 
Commission gives another 25 percent. 

The CrarrMan,. If they rule another 25 percent / 

Mr. Donaupson. That is right. 

Senator Dirksen. Then we would have really S900.000,000 instead 
of a billion, would not we? 

Mr. Donatpson. I do not quite follow it, Senator. 

Senator Dirksen. Well, we have a deficit of $550,000.000. tempo 
raries, reclassification. pay increases, S350.000.000, and that 1s SSs0, 
000,000, Then we have $45,000,000 in the next year’s budget on liqui 
dation of the account, and I just corrected it at 850,000,000, 

Mr. Donaupson. Well, assuming now that this rate bill would 
passed in the form I recommended it, where I would get $166,000,000, 
and assuming the Interstate Commerce Commission acts favorably 
On my petition there for $105,000,000, that gives us approximately 
S272.000.000 additional revenue. 

Senator Dirksen. That is right. Well, we started with S900,000, 
OUU as a target. 

Mr. Donartpson. I think you had in the S900,000.000, Senator, the 
$160,000,000 that you do not want to include in these figures, becaus 
that is the normal deficit that is included in the items I wave vou. | 
think you had that in the S900,000,000. It is in the $550,000,000, 

Senator Dirksen. You are speaking now of the items that ar 
properly subtractable / 

Mr. DONALDSON, Yes. 

Senator Dirksen. The estimate revenue vou sav. under your recon 
mendations, 1s $271,000,000. , , 

Mr. Donatpson, Yes; approximately $272,000,000, 

Senator Dirksen. You are entitled to a credit of S1G65.000.000 o 
free mail and such. 

Mr. Donaupson. That is right. 

Senator Dirksen. So there you have $436,000,000, 

Mr. Donatpson. I think you can reach what you are trying to find, 
Senator, in this way: If vou take the $272,000,000 and subtract $160, 
000,000 you have $92,000,000 deficit in the Post Office Department a 
of today. In other words, if my recommendations are followed and 
if my petition is granted by the Interstate Commerce Commission wi 
would wind up with a $92,000,000 deficit. If you want to add to tha 
$300,000,000 for the current vear, then vou would have $392,000,000 
instead of a $92,000,000 cash deficit. 

Senator Dirksen. If you take out the items that confront this con 
mittee at the present time, $300,000,000, it would still leave you wit! 
a $460.000.000 deficit, unless there are items here that I do not see. 

Mr. Donaupson. I think I am thinking along one line and _ yo 
perhaps another and that is the reason I am not following you. The 
total amount of revenue raised by this bill plus the Interstate Com 
merce Commission would be 8272,000,000, If you subtract fron 
that the $160,000,000 you have got $92,000,000 cash deficit, and we are 
working on a cash deficit rather than bookkeeping. Now if you ad 
$300,000,000 to that, vou have got $392,000,000. Then if vou ad 
$45,000,000 for the railroad case, you have got $437,000,000. What vor 
would need to do, assuming these things would happen, what yor 
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would need to do is to leave the deficit of S$160,000,000. You have got 
o raise $457,000,000 more money. 

Senator Dirksen. Against the charges that might ensue. 

Mr. Donaxpson. That is right. 

Senator Dirksen. The point of this inquiry, General, is, first, to 
ret the picture, and, secondly, to see what confronts us, and, third, 
>see what we are gong to clo about re. because some of these thing 
ok like they are absolutely inescapable, sO ] have to consider them 

against what you have suggested here, because next year your cost 
if-living increases and your reclassifications will become recurrent 
ems. The reclassifications and the raise for the te mporary employ 
ees will go on vear after year, so it will be a chi irge, and unless you 

i see a tremendously greater volume over what you are 

e prest nt time we will still vo over other years with the ame old 
leficit. 

Mr. Donaupson. I pointed that out in my ope ning statement and 
tated IL could not recommend higher rates than this. because it would 
be presumptuous on my part to estimate what the increased salaries 
—e | be, it would be presumptuous on my part to estimate what the 

nterstate Commerce Commission would do. If I should come over 
ere and ask for rates to cover the things we are talking about now. 

I would be forecasting what kind of increase the Congress would 
vive in postal salaries. 

Senator Dirksen. | appreciate that. Moreover, it is not the proper 
f imetion for you to look over a eiven period ana Say, y apprehend 
the Congress is going to do this.” 

Mr. Donaupson. I did state, though. if Increased salaries were 

ven to postal people, and 1f the Interstate Commerce Commission 
nereased their cost for transporting mails, then T would have to come 

ik again to recommend higher rates than | am recommending at 

e present time. 

Phe CuairmMan. Let us get some figures here. When you are speak 

& of $300,000,000, 1 think vou are a little bit too h ioh. I thi 
$00,000,000 is a little more in line. The 10 percent increase would 

ly cost $170,000,000. That is not the total expenditures of the 

hole Department. You are talking about salaries now. 

Mr. DONALDSON. Y es. ‘Ten percent ot the eee a nt for salaries now 
vould be somewhere around S150,000,000, would it not / 

The CuarrMan. $170,000,000, Another thing ‘ your postmasters 

d supervisors. The way the bill has been adjusted at the present 

me, this 10 percent would be reclassifications., and it would only 

st somewhere around $25,000,000, 

Mr. Donatpson. Yes. 

Phe CHarRMan. So it would be less than S200,000,000, and certainly 

-s than SB00.000.000, 

Senator Dirksen. I am taking the General's figure of S300,000,000 
or all the items. 

Mr. Donatpson. Mr. Chairman, you haven't got in your figures the 

ist. of eliminating the four lower grades. 

The CratmrmMan. We have taken in that case about 85,000,000, 

Mr. Donavpson. I don't think that is quite enough. 

The Cuairman. The postmasters only call for $20,000,000 and the 
thers $5,000,000, 
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Senator Dirksen. Would it be S300,000,000, as you suggest 
awhile ago / 

Mr. Don ALDSON, That would be the top figure. thy 
S250,000,000 would catch what |] was thinking about. 

Senator Dirksen. So vou could take off 850,000,000, but with t] 
kind of a package we would still have a deficit somewhere aroi 
$370.000,000 for all items. 

Mr. Donatpson. That is right. 

senator Dir KSEN,. Now hen, General, | haven't alluded tO one ite 

nd that is this: How much money can you save in the Post Office D 
partment under thie: a aaae recommendations? What has been d 
ibout it, and what about the estimate of the Hoover task force, t] 
with the elimination of the archaic methods in the Post Othice Depa 
ment we can save an estimated SZI0,000,000 4 

Mr. Donaupson. Neither the Hoover Commission nor the ta 
force ever made such a statement about 8250,000,000. The ecitizes 


committee of the Hoover Commission put ona full page ad that 


we would modernize our accounting system we could save $250,000,0 
a vear. The present accounting system in the postal service does 1 
cost us $25,000,000, so how can you throw into the river our prese 
accounting system, which costs less than $25,000,000, and substity 
nother for it and save S250,000,000 4 

Senator Dirksen. T am asking you. 

Mr. DoONALDSON. Yes. That was an erroneous statement. ‘1 
Hoover Commission at no time made any recommendation as to wh 
Savings coul 1 be made. ‘Thev refused to do it. I am talking abo 


l 


the Comm ssion itse If. The task force stated if certain things Wi 


done, that is. if ; f the Post Office Department were eiven a capital 
vestment of about $25,000,000, that after a period of about 5 years wi 
can save about $80,000,000 a vear. That would require a capital 
vestment of $25,000,000 over a period of vears, until that thing cou 


} 
be done, 


Senator Dirksen. Is that a recurring capital investment ? 

Mir. Donaupson. It will recur until we reach the fifth vear, 
then we would save $80,000,000 a year. Of the nine.recommendati 
made by the Hoover Commission the President and Postmaster Ge) 
eral recommended elaht ot them. All ot those that could be put i 
effect through the reorganization of the Post Office Department 
included 1h) Reorganization Plan No. oe which was approved by I 
Congress, and that has been made effective. The i of « 
accounting system was submitted to the Congress in the form of 
ind was speedily mad 
Then. with the ¢ adadian General, we agreed upon a finance ul co 
trol bill for the Post Office Department, and that passed a 
That woul | be effective and comp rleted, so to speak, about July 
this year. We took over the postal accounts of the General _ 
ing Office on November 15, 1950. Now that meant we had to transt 
to the Post Office Department the cost of all of the employees in t 
General Accounting Office that had been previously handling t! 
work. It transferred to us about $3,000,000 in increased cost. 
of course, it was assumed that the General Accounting Office wor 
reduce the cost by that amount. 

We have established in the field 12 regional offices, and those offi 
will be located in the cities where the 1Y Federal Reserve banks a 


recommendation ot t | » Hoover Commission : 
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located; a new money order system, and gradually a new accounting 
system in the Post Office Department, where the accounts will not 
come into the Department, where some paper work will be saved, and 
where the General Accounting Office will make their audits in the 
field where we keep our accounts. 

It was not calculated by anybody that it will save us money. It may 
timately save us $25,000,000, but it will not the next year, because 
we have a backlog of 9 months. , 

The CHAIRMAN. That Was brought Out hye fore the Appropriations 
Committee last year. 

Senator DIRKSEN. General, you do hot see any substantial economies 

fiscal year 1952 as the result of the recommendations that have 

el made either by the task force or the Hoover Commission 4 

Mr. Donatpson. No: I do not, Senator. 

Senator Dirksen. Do you see any economies / 

Mr. DONALDSON. | do not see very much, | see a better system, “al 
better operating system and a curtailment and elimination of some 
ly 


Ker audit, 


paper work, hetter service to the public, perhaps, and a Que 
but I do not see anv sizable savings at all. We will save everything 


we can, but when thev sav we can save $250,000.000, that is ridiculous. 
Che cost of the postal service this year is S1.115.,000.,000 more than 


it was in 1945, and since 1945 we have eliminated approximately 
$200,000,.000 in expenses of operating the postal service, otherwise 
we would have wound up with a $750,000,000 deficit instead of a 
S550.000.000 deficit. 

The Cuamman. Mr. Postmaster General, | am going to have to 
eave and Inasmuch ads you cannot come back, you have to leave town. 
we will have to Carry this On until We finish, sO | ai Gotng to ask 
Senator Underwood to take the Chair. 

(Senator Underwood acted as chairman from this point to the 
onelusion of the hearing.) 

Senator Dirksen. General, did you make any comment, by lette1 
i otherwise, to the chairman of the committee with respect tos. L569, 
he bill that relates to fourth-class rates / 

Mr. Donanpson. No: we have made no comment on that. I am 
ypposed to that bill, because that would be running a further deficit 
ithe handling of fourth-class mail. That reduces the rates 1 recom 
mended to the Interstate Commerce Commission, and the rates I 
recommended to the Interstate Commerce Commission are not suf 

iently high to make fourth-class mail pay its way. They were 
sufficient at the time I submitted mi\ petition last October. but they 
ire not now. | am opposed to this bill that you have here. I did 
not knew at first which one that referred to. 

Mr. Larimer. That is S. 1569. 

Senator Dirksen. S. 1569. 

Mr. Donatpson. Yes. 

Senator Dirksen. General, in the recommendations Vou made to the 
Interstate Commerce Commission, do you feel the rates you have sug 
vested for the first three zones are adequate to offset the cost that is 
nvolved ¢ 

Mr. Donatpson. I do not think any of the rates I recommended, 
Senator, are sufliciently high. It was the most I could recommend 
at the time I made the recommendation, based upon the cost of operat 
ing the postal service at that time, and the cost-ascertainment figure 
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I had then before me. When I made that recommendation I didi 
know what the Interstate Commerce (C‘ommission was voing to « 
about the railroad case, and after I submitted this to the Intersta 
Commerce Commission we estimated the railroad case up to Decemb: 
S51. 1950. 

In the cash settlement, which was not considered, projected all t 
way through in my rates that I recommended to the Interstate Co1 
merce Commission, [| must bear in mind that the basic law requir 
that fourth-class mail pay its way. That is basic law. 

Senator Dirksen. Do you believe that the rates you suggested 
the Commission for the first three zones are fair as distinguished fro 
the rates in the other zones / 

Mr. Donaupson. Yes. I do. You will have this argument—a1 
this argument comes from the mail-order house that operates fron 
single location, and he always has to compete with the mail-ord: 
house that operates from rans branch oflices. He is ina bad posit 
to compete with the large mail-order house that has a branch office 
Portland, another in San Francisco, another in Dallas, some place 
North Carolina, in New York and Philadelphia. Where the lar 
mail-order house takes advantage of the zone rates in the first thre 
ZONES, the single mall order house operating, Say, from Chicago al 
hlling orders that VO tothe elehth ZONE, he is in no position to compe 
with the large mail-order house who mals his parcels at San Franeisc: 
or Oakland. They have argued that the rates in the nearby zon 
should be increased and the rates in the far-away zones should bi 
decreased, because they have that competition. ‘That is a natura 
thing. 

Senator Dirksen. Is it the fact that you have just done a bad } 
on distributing terminal costs 7 

Mr. Donaupson. I don’t see where we have done a bad job at a 
I think the job isas near accurate as you can make It. 

Senator Dirksen. It is guesswork : isn’t it 7 

Mr. Donaupson. No: it is natural, Senator, for these people 
come in and make that claim. It is natural for these people to col 
in and make their case. I would probably make the same claim. [1 
you are going to make parcel post pay its way vou will have to ra 
the rates in every zone. If you bring the case back here and yo 
arcel post pay its way, vou will have highe: 


follow the law in making } 
rates in every zone than I recommended to the Interstate Commerc: 


(‘ommrission. 

Senator Dirksen. I do not quarrel that you recommended that, | 
quarrel with the discriminatory features. 

Mr. Donaupson. That is alleged by the witness. We haven't got 
any proof that it is discriminatory. I have read the testimony a 
| have gone over it very carefully mivself. 

Senator Dirksen. It occurs to me that testimony does not co! 
before this committee, but it makes out a very cood case. 

Mr. Donaupson. It is a question whether you want to take the P 
Office Department figures or the figures of those who are opposed 
increased rates. Let us think of this a moment. The express ratt 
have been raised tive times since the close of the war. The minimu 
charge on an express package now is somewhere about $1.75, and 
the Interstate Commerce Commission gives favorable attention to t 
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case pe nding be fore them it will be a SZ minimum charge, Where Cah 
you get cheaper service than you have for parcel post ‘ Even in the 
nearby zones, mailing a pac ‘kage in New York ( City for some place 

Pennsylvania, the rates are bargain-counter rates. 

Senator Dirksen. One more question, General. 

In your judgment, are we complying with the basic purpose of the 
P: urcel Post Act as it was passed | \ the ( ‘OngTeSsS many Vvears % 
respect to size, volume, and that sort of thing / 

Mir. DoNALDSON. Senator Dirksen, the original 1th 
parcel post in 1913 limited the size and limited the 
in my mind that the first imitation was 11 pounds 
nereased to ZO, and later on to 50, and later on to 7 


nothine in the law that you violate in changing the 
limitations. It just means you have to pass another 
Senator Dirksen. To that Lagree. [am speaking onl 
cept involved, as evidenced by the discussion s that took } 
time parcel post was adopted 1 In LOLS, 
Mr. Donatpson. No: I don't think vou violated anything in tha 


law, ised ee: and in 1926, they passed a law directing 
the Postmas ‘General to vo to the Interstate Commerce Commission 
tor such cciedaitaael in size, we Nohts, and rates as would make parce] 
post pay its way and perform a service for the public. That is in the 
law. 

Senator Dirksen. General, one more thing. 

I wonder if vou would send to the chairman of the committee 4 
comment, paragraph by paragraph, on S. 1369, dealing with fourth 
class rates ? 

Mr. Don ALDSON. We have been requested by the chairman to subm | 
a report on that bill, and that is in the course of preparation. 

Senator Dirksen. Thank you. 

Senator UNpERwoop. Senator Carlson. 

Senator Cartson. General, I have heard Senator Dirksen lead you 
over the comp ‘lete picture of the post-office structure, and purposes a ral 
financial difficulties. I think I have been very diligent in attending 
the hearings on this particular bill and I have reached the conclusion 
if you want to raise money we will have to increase the first-class rat 
that is the letter postage, if we want to raise money i 1 quantity. | 
notice you are opposed to it, and _ at you said it pays its way. [| was 
reading some testimony on this, but I do not have it here with me 
On November 11, 1949, if I remember correctly, you stated it cost 2.5%) 
to carry a first-class letter. Now we have a three-cent rate. Since 
1949 the costs have increased in the Post Office Department. How do 
you justify your statement that it pays its way ? 

Mr. Donatpson. If every piece of first-class mail bore only a three 
cent stamp it could not pay its way. It is because of the — bulk 
of first-class mail that we have where the rate is $5, $10, $15, or S20, 
and even more than that, that it makes a profit. If every piece of 
first-class mail bore only a 3-cent stamp it would not pay its way, but 
we have innumerable pieces of first class mail with large amounts 

f postage on them. The financial statements that are sent throug 
the mails usually bear a large amount of postage. 

Senator Unperwoop. Could I ask you this question in regard to cost 
ascertainment. Do you reckon there is any way to divide that cost 
ascertainment up, to break it down into classifications like first-class 
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mail? Is there any way of seeing whether each division pays its own 
Way or not! 

Mr. Donavpson. In my understanding, it is broken down to each 
class of mail, each kind of mail. 

Let me add something to Senator Carlson’s statement here on first 
class mail. When I stated ] opposed wising the rates on first-class 

, L opposed that, and still oppose it, until and unless you do some 
thing about the low-revenue service. If you pass my ‘bill to make 
second-class mail pay more, if you pass my bill to make third-class 
mail pay more, then I have no objection when you increase first-class 
mail from 3 cents to 4 cents on the first ounce, but I am opposed to 
increasing first-class mail when you do nothing about the low-class 
mail. l have no objection to increasing the postage on the first ounce 
of the first-class mail from 3 cents to 4 cents if you take action on 
making the other classes of mail pay their proportionate share. 

Senator Cartson. Mr. Postmaster General, I think vou commented 
about being concerned about the increased expenditures over receipts 
in the Post Office Department, but when IT saw the bill, S. 1046, and 
| saw if we doubled the present charges on second class mail, on hews 
pape rs, we would get $41,000,000, and then I saw the continuing 
deficit of fairly large figures, | asked myself: Why are we concerned 
about $41,000,000 when we still have a deficit of half a billion dollars. 

Mr. Donaupson. That is right. 

Senator Cartson. That is one reason I introduced, with the cooper 
ation of several members of this committee. Senate Resolution N« 
GO. I have been sitting around the table spending weeks on this thing, 
to see 1f we cannot arrive at some solution to correct what seems to me 
an intolerable situation in the future. I am sitting here as a men 
ber of the committee and ] am convinced we W il] Increase some wave 
in the Post Office Department. It is a problem that concerns us, ai 
I know vou are concerned about it. But that is what concerned 
when vou said vou were opposed to increasing first-class postage whe 
I cannot see any place of getting large sums of money otherwise. 

Mr. Donatpson. I am for that when you pass a law requiring thi 
low revenue producing classes of mail to pay a greater part of the 
share, and at the same time vou are increasing the cost of the Post 
Office Department, then the on ly place you can go is to the first-clas 
mail, and I would be for that. It would be a crime, in my opinior 
io increase first-class mail to 4 cents while circulars went through the 
mail at 1 cent and postal cards went through the mail at 1 cent. 

Senator UnpERWoop. You do believe, however, that in all rate-mak 
Ing some concession should be given to bulk, and to the large amount of 
services that are continuously performed, where you know they ar 
coming in, you know what the volume is Pon “to he the year round / : 

Mr. DonaLpson. You do not give any cone essions to first-class mail 
senator. 

Senator Unperwoop. You do not know what you are going to get 
Rates are usually adjusted, where they have a contract. where there 
is a large volume for a long period, that is continuously received, 
where you can prepare for it. 

Mr. Donatpson. We do get cooper: ition by the large users of first 
class mail in that they use the meters. T hose are all delivered to out 
office in bulk and it is not necessary to go through the canceling ma 
chine. The cooperation we get from the large users of first-class mai! 
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is very good. We have a pretty good idea, in every large city, and to 


t smaller extent in the smaller cities, about how much first-class matl 


we will get every day. 

Now, I would like to just add this, speaking about concern. 
Congress is not concerned about the deficit in the postal servi 
whether it is a large one, then I would not be concer ned if the Con 
eress would express itself that way. My difficulty is Lam continually 
being blamed. and the Post Office Department is being charged w | 
mismanagement and inefficiency because of a large deficit. If the 
Congress says it is all right to have a $500 million deficit, if the Con 
gress says it is all right to have a $700 million deficit, or an S800 mil 
ion deficit. or S900 million defieit, that is all right, and then enuneiate 
that so the publie understands that, and then my concern will be eli 
minated. But there have only been two times since I have been in 
the postal service where there was any necessity for coming over here 
to ask for increased rates on mail. One was in fiscal vear ending 
June 30, 1932, when the postal receipts were a little less than S700 mi 
lion and when the deficit was almost 35 percent of the revenues 

That concerned the President at this time, who Wis Preside hit 
Lloover, and it concerned the Postmaster General at that time. Tam 
not criticizing them, but I do say it was a lack of backbone, so to speak, 
Phe only thing they did was to recommend that first-class mail go from 
> cents to 5 cents. That is the action they took to reduce the deficit. 

From that time up to the close of World War IT. the deficit was not 
large enough in the postal service to justify the Postmaster General 
to recommend increased rates, until the increase in salaries and the 
nerease In cost of transportation. There was an increase on July | 
1948, and another in November 1949, in addition to the increased sal 
iries, Which now total up to $800 million. That is the increase, that 
s not the cost of salaries, 

Then we got an increase following World War II in transportation 
of mail by air, by the expansion of both the domestic and foreign air 
mail; we got an increase in pay to the railroads of 25 percent, which 
raised our cost to S975 million, those two items. 

Then, of course, it became necessary to think about what we could 
do to increase our vield. We took $200 million out of the cost of 
operating the postal service, and we wound up with a deficit of 8550 
million. If that deficit of $550 million is all right, as far as the Con 
gress is concerned, we are not worried about it, but I want the public 
to know that the postal service is not being mismanaged, it is not 
neficient. 

You do not have in any agency of the Government, or in any outside 
nstitution any more loyal people or any more hard-working people 
than you have in the postal service, despite the fact that we have in our 
service between 150,000 and 175,000 people who were not in the postal 
ervice when World War II closed. That is going to increase by the 
fact that we cannot make permanent appointments. 

But despite all that, our production per man-hour has increased 
over that period, I have great respect for the postal people and the 
vood work they are doing under most adverse conditions, and espe 
cially the clerks in the lower salary grades, under living condition 
that are just not good for them. 

It rests with the Congress. I am not blaming the Congress. [I an 
ust voicing what I think is in line with the Hoover Commission recon 
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mendations, “to place the postal service,” as they stated, “on a business 
ke and commercial-like basis. “ig 

Now, you have to recognize that some consideration must be give 
to some users of the mail, and, of course, that includes some mers of 
second-class mail. I do not agree that all of the papers and magazines 
and publications that are introduced into the postal service in the 
second-class mail are good. There are many of them that ought not 
to have this facility at all for this type of rate. 

Senator Unpberwoop, You would not want to undertake the job of 
censoring them. of saying which one is good and which one is bad. 
would you ¢ 

Mr. Donaupson. No. The Post Office Department has been inve; 
t gated ola number of occasions by outside agencies, Back in 1929, 
1950, 1931, and 1932 you had as the Third Assistant Postmaster Ge: 
eral a certified public accountant, a very capable man, who ran a bus 
ness efliciency office in Detroit, Mich. He was named the Th 
Assistant Postmaster General because that oflice handled the finances 
ot the Post Office De partment, an id also had to do with cost ascertan 
ment. 

The first purpose was to see if he could not devise something Lo 
eliminate the comp laints as cvainst the Post Office Department. He 
ania revisions in the ascertainment, but he left it principally as 
t was, with some enlargements, and so forth, and he stated it met all 

ie purposes of the Congress when it passed the law for rate-making 
purposes, and it was as accurate as it could be made, unless you made a 
cost study every day in the year at every post office. which would be 
prolubitive. 

Then some criticism was offered against cost ee in 1941, 
or in 1942, and then Postmaster General Frank C. Walker got au 
thority from Congress to employ outside experts ae regard t 
civil service, and they got a considerable sum appropriated for 
These outside experts were paid on a per diem basis, which was a 
vreatel salary than the Postmaster General fot. They spent: coi 

derable time on this thing and they wound up with a statement t 
this effect : 

it is impossible to apply any practical system of cost accounting 
cost ascertainment which will distribute postal revenues and expenditures 
he several classes of mail and the special services with absolute accuracy 
Hiowever, the system as now in effect, will, if properly administered (and wit! 


modifications as need therefor arises), produce resulis substantially aceurat 


nd adequate for all practical purposes. 

It cost us $150,000 to get that report. 

Senator Cartson. General, T wish to state 1f T had any eriticis: 
of your recommendations here, it would be that they were not realist 
enough. In other words, you did not take hold of this picture t! 
way vou should have. 

Mr. DoNALDSON. Senator, I agree with that, but I think T recon 
mended all the traftic could bear. 

Mr. Larimer, It 1s necessary for us to close the record. ‘The print: 
already has al ie transcripts except this one. Each member of t! 
committee has baal requested t to make any suggestions they mig! 
have in the 17 transeripts, and having said nothing, I assume thet 
are no suggestions, so we are going to the printer tomorrow with th 


final testimony that has been introduced today, unless vou have som 


i 


re STIONS, 
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Mr. Donaldson, do you have anything further to say on S. 13604 
am not talking about your formal report on S. 1335 or S. 1369, 
Phat does not have to appear in this printed copy. You have made 
ome comments on S. 1369. Do you have wnvthing further to s Ly 

it ¢ 

Mr. DonaLpson. No. We are prepariig a report ons. 1369, which 
ll reach the chairman in clue time. 

1 would lke to make a comment on S. 1335. S. 1335 has fon 
irpose the readjustment in size and weight limitations on fourth 
iss mail Tf the Congress would deem it wise to reduce the size of 
ircel post, and reduce the welght ot parcel post nha nuke 

rm throughout the country, we have no objection. 

Senator Unperwoop. Could 1 ask you a question there? The pro 


al has been made that books be eliminated from fourth Clauss nt 


t in second-class mail. Is that a large item / 


Mr. Donatpson. Yes, it is. That would be impractical and would 
unWise, In MV Opinblon. You would make iI possible LO} people 


Lily) whole libraries of books and whole stocks Ol books throug Out 


s country, at an enormous cost ot transportation, 
I think our recommendation to the Interstate Commerce Conimis 
onon the books Is all right. it Is follow hie ithe clirect lve of Convert => 
at fourth-class mail pay its way. This proposal to take books out of 
fourth-class mail and put them in second-class mail, without regard 
the size or the welght, would be almost Hupossible, 
Senator Unpi RWoop. But Vou have made some recommendation 
egard to special rates for them / 
Mr. Donatpson. They already have a special rate, and 
opose to do. as ] understand it here, is to leave the rate as it Is 
ive recommended a l-cent higher rate before the Interstate ( OM 
erce Commission. 
Getting back to this bill, Mr. Chairman, S. 1335, as I started to say, 
the Congress felt it advisable to reduce the size of parcel post and 
reduce the weight ot parcel post and made it uniform throug!) Out 
e country, I would accept that as the wishes of the Congress and I 
mld not oppose it. But in this bill here they make it impossible fon 
lministration by saving a man at a fourth-class office can mail a 
ckage up to 70 pounds but a man in the first- and second-class ca 
t maila package over a certain limitation, it would mean every clerk 
the post oftice would have to know where the package Was going. 
Senator Unperwoop. Is that the exemption that is designed to apply 
iwricultural matter. 
Mr. Donatpson. No, 
Senator Unperwoop. It does not affect that / 
Mr. Don ALDSON,. No. | would abide by whatever decision the Con 
ess made on limiting the size and weight of parcel post. If they 
nt to reduce if up to (0 pounds, it shouid be uniform througho it the 
ntry. 
Mr. Lariver. In foreign mail it could not at any time go below 40 
inds: is that correct / 
\Ir. Don ALDSON, We have parcel post fixed by the foreign postal 
ninistration, not by us. We have some countries that accept parcel 
{ up to 14 pounds, You should not fix domestic limitations o 
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weight which would be less than the highest weight available to sh 
pers to foreien countries. 

Mr. LAvTIM) R. lf the committee and the (Congress decided to ma 
some adjustments in size and weight, are you prepared to make 
recommendation as to the amount 4 

Mr. Donatpson. I would like to Say this off the reeord. 

(Diseussion off the record. ) 

Mr. Larroer. You remember, General, in S. 1103, which was y 
last recommendation before this bill, that in committee they ames 
the fourth class to make the weight limit in all instances 60 pom 
md a reduction in size to 72 inches. Would you want to comm 
on that / 

Mr. Doxatpson. I think it would be more sensible, if the Conger 
wanted to — the size limit, or the weight limit, that they red 
the size to 50 pounds, and then you would not have a package 
would | hoes In weight than you could ship to a foreign country. 
think the highest weight you can ship to any foreign country 
14 pounds, | think it would he more se mnsib le to reduce j it to 50 pout 
and reduce the S1ze from LOO inches to 72 inches, 

Mr. Larmer. General, could you answer a further question on t 
point? If that were done, have you any suggestion as to surcharg: 
for oversize packages ¢ 

Mr. Donatpson. If vou limited it to 50 pounds you would not h 
a surcharge. The surcharge that we proposed to the Interstate Co 
merce Commission was because they were over 50 pounds, or the ] 
cels must be handled and transported outside of mail bana”? 

Mr. Latimer. You could still have an oversize package at 50 pow 
could you not / 

Mr. DoxaLpson. No. not if vou set the limits to 72 inches, you 
not. Of course, some parcels might not go into mail sacks. 

Now, I would like to touch briefly on another point. I stated m 
this Wage Stabilization Act they had fixed the maximum on sal 
increase at 10 percent, that vou could not go above that. For cla 
fication of that, I have not sat in with, nor have had any opportu: 
to discuss with the Civil Service Commission, or the Bureau of 
Budget. the figures at which they arrived. I haven't read the t 
mony given before this committee yesterday morning by the chairn 
of the Civil Service Commission. I have no knowledge of the mat 
matics by which they arrived at this approximately 7 percent. 

Mr. Larter. 6.97 percent. 

Mr. Doxnanpson. Iam not familiar with that at all. I did state t 
we are working now, our budget officers are, in compiling all of t! 
fivures that apply to the postal services from the Bureau of Labo 
Statistics in the Labor Department, and from all of the avenues a 
sources we have to compare costs and also to determine what perce! 
age of increases the postal employees have received since July l, 1v4 
we can determine just what the increase ought to be. 

I believe the te stimony that has been offered before this commit! 
from the Civil Service Commission, and also from the Bureau of t! 
Budget, has app hh ae entire ly to the Government emp lovees under 

Classification Act. Ihave seen no testimony on their part as it app! 
to the postal employees. So I do not mean to contradict any testim 
otfered by the people Ol the salary question. ] merely express 
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opinion and my concern about the salaries paid to the beginners in the 

postal service, of those in the lower salary brackets, and a reclassifica- 
tion to weed out the inequities that existed since the first sal: ary bill 
passed on January 1, 1946, of flat increases, to provide for payments 
of salaries to postmasters and supervis ors 1n accordance with the re- 
ponsibility of their position. That has never been done and that is 
iong ove rcdue. 

In my opinion, any action taken on that part would not have any- 
hing to do with the percentage of increase under the cost of living. 
That is eliminating the discrimination, and it is a good deal like we 
did on July 1, 1945, when you reclassified postal service. Certain 

ings that were done in that reclassification did not conform to the 
L ttle Steel formula at that time, but it was judged by the Congress 
that certain things could be done outside of the formula. I am speak 
ng about certain things that can be done outside of the Wage Sta 
bilization Act to wipe out discrimination and to take the postal 
ervice out of a most serious condtion with reference to its payments 
to the temporary employees that we are going to have to keep on our 
rolls for a considerable length of time. 

After the elimination of the lower grades, and after the discrimi 

lation Was wiped out by the reclassification, then I would abide by, 
so far as the salary increases are concerned, the percentage indicated 
in all of these studies, and what the vy would be I don’t know. 

Mr. Larimer. Then, to sum up, General, your recommendations on 
postal-pay increases as of today are (1) the elimination of the four 
lower grades; (2) that there be a reclassification of the Postal Pay 
Let 

Mr. Donatpson. A reclassification of the Postal Pay Act as it 
app shies to superyv isors and posts isters, and then whatever percentage 
increase is necessary and justified under the cost of living. 

Mr. Larocer. Which you will recommend at a later date ? 

Mr. Donaupson. Yes. I don’t know whether that is going to be 6 
percent or 7 percent. I did not say it would be 10 percent. 

Mr. Larimer. I know you did not. And then (4) that there be a re 
adjustment of the inequities in postmasters and supervisors over and 
above and independent of this authority, along the line of the pending 
bill, S. 376; is that right ? 

Mr. Donatpson. Yes. 

Mr. Latimer. I am saying that, Mr. Chairman, because you are the 
hairman of the subcommittee that is wrestling with this, and it may 
not be possible for the Postmaster General to appear before you in 
person. 

This is my last question, Mr. Donaldson: If the committee found it 
necessary and helpful to them, in the final disposition of the postal 
rate bills, the three that are before them, to get any replies to proposed 
amendments, the Department will be able to give them their opinion 
on these amendments, will it not / 

Mr. Donaupsin. You are talking about the rate bill? 

Mr. Larimer. I am talking about the rate bill. In other words, 1] 
went through all the transcripts and endeavored to accumulate all of 
the proposed amendments in this document here, and to them there 
have been added five or six by mail since then. The commostee. 11 
considering the amendments, may wish an expression from the Post 
Office Department with regard to those proposed amendments. 


84 2 oo jw) ( 
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Mr. Donaxtpson. I am not set in my ways at all, 1 never have been. 
I am always open to discussion of the facts. I haven't read the 
amendments. If there is some feeling on the part of the committe 
that the amendments be considered by me, if they will submit the 
amendments to me | will give them a report on them. 

Mr. Latimer. My thought was for the committee to study the list 
of amendments, to eliminate the ones that have no merit whatever, 
and to submit the rest to Vou for an informal report. 

Mr. Donaupson. This is no criticism of anybody, but you realize 
any person who is opposed to increased rates may search out something 
in the form of an amendment to fit his particular case. That haa 
freque) tly happened, I do not call it selfishness, I call it a matter 
of business. 

Mr. Larimer. We lawyers call it self-serving declarations. 

Mir. DON ALDSON. 1 do not call it selfishness on the part ot the people, 
[ call it a matter of business in trying to get the most they can. Mavb 
if I was a publisher I might be over here Opposing these rates, if | 


thoucht | could vel by With it. ‘| hat Is normal. It IS just as norn 


the advertisers t » inereased rates in advertising, as it 


‘the advertisers. who use 95 percent of om postal ecards. to Oppose 
| ostal cards. 1 do not take any exceptions to 

ly feel they are trving to get all they ea 
ke Upon it ts, I «do not unde 

so many publications write ed 

form of governmental subsicdy 


1 ] 
‘ful arguments abo 


re made for adv 
» that | know ot 


mwuhnon mM acdve 
1 
perform the se 
I do not tl 


ible 
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Mr. DoONALDSON. I think, Senator, you are rieht in that philosophy, 
but we must also look at it from the point of view that there was a 
time when the only medium for the dissemination of news was the 


ress, The ress is today ‘ little over 50 percent in the dissemina- 
3 


on of information. We have the telephone, the telegraph, radio 
h) 


nd television, and they perform more than 50 percent of thr dis 
emination of news and information. and vet 
subsidized. 

Senator Unperwoop. I don’t think you car 

Mr. Donatpson. You mean they are subs 

Senator Unperwoop. I think so. 

Mir. Donaupsox. In what form / 

Senator UNpbreRwoop They parcel out 

argee. They are regulated. The wl | 
formation is through public regulat 

iph are @lven Concessions oO} 

through the courts. : 

Dt benefit. Thev are o 

pubhe regulation, ch Lrtel pri | 1G 

he benefit of the public. 

Mir. DonaLtpson. What I mea 

ropriate any money, either direct 

ephone, telegraph, radio or t 

0 and 14 ley iIsioh vel free 

ation charges, exc 

I mean the 


a great 
thet be disturl 
UNbERWOo 

better presentation 


Vir. DonNatpson. Thank vou. Sei 
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(Whereupon, at 12: 50 p. m., the committee adjourned. ) 


ESTIMATED REVENUE (S. 1046) ; ExpeNpiIruKes, Receipts (1950): Present Derici 


In his testimony on the first day of these hearings, March 20, the Postmaster 
General stated that, including increase from departmental action, S. 1046 woul 


i( 


Yield approximately $166,320,000 in additional revenue which, if added to the 
estimated increase in fourth-class mail from the petition presently pending 
before the ICC, would result in over-all increased revenues of $271.820,000. Hy 


am 

estimated the over-all operating deficit for 1952 at $521,374.000, without making 
any allowance for possible increase in cost of transportation and wages. The 
Postmaster General called attention to the so-called nonpostal items in this 
deficit such as penalty and franked mail and air-mail subsidies which he est 
mated to be approximately $160,000,000, which would leave a net deficit, befor 
applying increased revenue from pending legislation, of $250,054,000, or a net 
deficit, if S. 1046 is enacted as introduced and the ICC grants the pending pet 
tion, of $90,054,000, 


Estimated Expenditures and revenues for fiscal year 19 
increase in from table 100, POD, Bureau of Accounts 
revenue 
from S. 1046, 
as Intro ; i 
duced (1952 Expendi Revenue Deficit ! Profit 


. ir 
maling 


ure 


$48, 115, 000 728, 0 $741, 151, 364 
l 4 74, 120, 038 
class mail 20, 78Y, 000 25, , 275 45, 003, 555 
1 additional $10,000,000 for 2 
llowing years, to make final 
rcrease $40,789,000 
st of free-in-county service 074, 988 i 
class mail 57 618, 283 | 158, 745, 942 3) , 341 
1-class mail (s } tior 907,362 | 403, 768, 375 77, 138, O87 
services 28, 973,000 | 217, 099, 711 160, 551, 622 56, 548, OS 


ae | 


tal by lation 163, 734, 000 


} 


le 
tal by departmental actior ? 586, 000 


[otal 166, 320, 000 


1 For brevity terms deficit and profit are used instead of language in table 100 “‘Excess of apportior 
expenditures over revenues” and vice versa 


Deficit in second class including free-in-county. 


APPENDIx A 


AMENDMENTS PROPOSED BY WITNESSES DURING HEARINGS oN S. 1046, S 
AND S. 1369 


S. 1046, A BILL TO READJUST POSTAL RATES 
FIRST-CLASS MAIL 
(Letters, written and sealed matter, postals and post cards, limit 70 Ibs.) 


1-A. On page 1, beginning on line 5 strike out “and on private mailing or 
post cards” and insert on page 2, between lines 2 and 3: “Provided, That rates 
on private mailing or post cards shall be 1 cent each.” 

(This amendment offered by Curt-Teich & Co., manufacturers of post cards 
Chicago. ) 

1—B. Insert following language immediately following word “each” in amend 
ment 1—-A: “Provided further, That the rate of postage on postals and post cards 
used in mail sent out by charitable, religious, temperance, and philanthropi: 
organizations exempt under section 101 (6) of the Internal Revenue Code shal 
be 1 cent and 1 cent for each portion of double postal cards so used.” 

(This amendment offered by representatives of such organizations as TB ass 
ciations, ete.) 

1—C Amend Public Law 144, 61 statute 2183 (39 U. S. C. 280) by changing rate 
on first ounce or fraction thereof of first-class mail from 3 to 4 cents and amend 
39 United States Code 468a by changing rate on first ounce or fraction thereo! 
from 6 to 8 cents and rate of air-mail postal and post cards from 4 to 5 cen! 
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To implement this, subsection (a) of section 1 of S. 1046 should be changed to 
increase air-mail rates accordingly. 

It is estimated that this increase to 4 cents for first ounce in first-class mail 
and indicated increase in air-mail will yield approximately $200 million revenue 
annually. This amendment was offered by President Doherty of the National 
Association of Letter Carriers, and several other witnesses 


SECOND-CLASS MAII 


( Newspapers, magazines and other periodical publications, about 25,000, without 
weight limit) 


2—-A. On page 2, line 21, strike out “50° and insert in lieu thereof ‘10° 
page 2, line 25, strike out “25” and insert in lieu thereof “10’ 

(This amendment was recommended by a number of publishers, newspapers, 
nd magazines, who felt that the proposed increased is entirely too much but 
hat they eould stand a 30 percent increase spread over 3 

2—-B. On page 2, strike out all of lines 21 and 22 and t in lieu thereof 


ppropriate language that would increase present rates 3314 percent, spread over 


years. ) 


‘ars 
This amendment was offered by Condé-Nast, Inec., the effect of which would 
he to increase present rates 3314 percent—one-ninth percent first year; one-nintl 


percent second vear; one-ninth percent third vear.) 


1 


he 
2—C. On pare >, line 4, strike out period fo! owing Word “revoked” ane il sert 


a comma and following language: “except that for the purpose of this proviso 
only, a charge made solely for the publication of transportation schedules, fares, 
nd related information shall not be construed as constituting a charge for 
advertising.” 

(This amendment is urged by the publishers of the railway and air-line guides 
Which furnish schedules, etc., in bound form to subscribers who pay a_ fixed 
subscription price. ete., to enable the publication to go as second-class mail 
but which, without this amendment to the proviso limiting publications 
having 75 percent or less advertising, would be excluded from second- 

Phe suggested amendment would not apply to the postage rate on said s 


’ 


ich for that purpose would be Considered as advertising but nonad 


s to the 75-pereent exclusion proviso It has been suggested that 


De “A question oft constitutionality involved.) 
2-D. Strike out all of (b) beginning at line 5, page 8, and conti! 


+= 


ne ’W7soas to delete from bill “free-in-county’ pris ilege 

(There was a division within ranks of newspaper publishers on this 
me (the larger papers) feeling that this privilege should be deleted an 
maller papers insisting that it be retained.) 

Kk. Strike out on line 18, page 3. “except where the free-in-county mailing 
privilege is applicable’, so as to be consistent with amendment 2—D. 

(This amendment, of course, would not be necessary if unfavorable actior 
iken on amendment 2—-D.) 

2-F. Strike out all of paragraph (c¢c), page 3, so as to eliminate minimum of 
ne-eighth cent, and retain present law without a minimum in second-class mai 

(This amendment offered by Miss Elizabeth Smart, Women’s Christian Tem 
perance Union, who also urges that “temperance” be added to all amendments 

vive preferential treatment to “religious, ete.” organizations and which is 
reflected in such amendments. ) 

2—-G. On page 4, line 8, following the period, insert the following: “Provided 
further, That national veteran organizations incorporated by acts of Congress 
hall be exempt from any increase in second-class postal rates preseribed in 
section 2 hereof.” 

(This amendment offered by Messrs. Omar B. Ketchum and Miles D. Kennedy 
peaking for a conference of the American Legion, Veterans of Foreign Wars, 
Disabled American Veterans, and AMVETS.) 

2-H. Between fines 4 and 5, page 3, insert the following proviso: “Provided 
further, That newspapers having a circulation of 4,000 copies or less, based on 
verage circulation for a period of 6 months, shall be carried through the mails 
it the prevailing rates under existing law.” 

(This amendment offered by the Vermont Press Association through Senator 
Flanders, which association also recommended that there be a retention of 
the free-in-county provisions under present law. Since there is nothing in S 
1046 to repeal this provision, no amendment is necessary. ) 
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°9_{. Insert a new subsection (d) and redesignate subsection (d) as (n), 


mre >. 

‘(d) The rate of postage on publications maintained by and in the interests 

of religious, educational, scientific, philanthropic, agricultural, labor, fraternal, 

temperance organizations or associations not organized for profit and none 
private stockholder 


or 
f the net income of which inures to the benefit of any 
1% cents per pound or fraction thereof when mailed for 


oO 
or individual, shall be 
delivery outside the county where published and entered as second-class mat 
any such publication, before being entitled to such 
such times and under such con 
income 


ter, and the publisher of 
rate, shall furnish to the Postmaster General, at 
s as he may prescribe satisfactory evidence that none of the net 


ion al : 
such organization or association inures to the benefit of any private stock 


lder or individual.’ 
1 by publishers, ete... of nonprofit publications. If en 


(This amendment urged 
acted there would be no change in present postage rates for such nonprofit 
nb 
a new subse ( tion (e) to rend: 
»ense of any publication devoted to religion, education, science, philat 
labor, fraternal or temperance organ s (to which the rates pre 
ble) the ri of postage shall be the 


ribed by subsection e) are not appli ' 
me as authorized by existing law.’ 


This amendment recon mended by 


church-owned publishing 


} 
Insert a new subsection (e) to read 
‘In the case of anv publication devoted solely 1 religion and temperance (to 
which th not applicable ) the rates of 


postage shall be the same as authorized by existing law 
(This amendment was offered by Dr. Daniel E. Poling, editor, the Christian 
Herald, representing the Cooperative Committee of Religious Publications. ) 
2-L. Insert a new subsection (f) to read 
“In the case of any religious, educational, temperance, or scientific publication 
n religious instruction 


e rates pres¢ ribed by subsection (d) are 


designed specifically for use in school classrooms, or 
classes (to which the rates pres¢ ribed bv subsection (d) are 


the rates of postage shall remain the same as authorized by law existing In 


not applicable ) 


t 


lv prior to enactment of this ac 
amendment offered by Charles J. McNeill. representing the Classroot 

Publishers’ Association, who urged that there be no increase j 
even when publishes 


publications used for religious and classroom instruction 
by publishers operating for profit. The distinction between this and 2-H 


s restricted to publications used in Classroom ;: religious inst 


whereas Dr. Poling in 2-H urges that there be no incre: in present 


religious publications, regardless of how used, { rofit and 


It sert a Ww Wt { To read: 
publish if any . ication before being entitled to 
furnish proof of qualification 


subsec 


General at such times and under such conditions as the 


may prescribe.” 
purpose of this amendment would be to authorize the Postmaster G 
make the determination by proper regulation as to whether proffere: 


ior met the requirements * the said subsection or subsections 


Insert a new subsection (h) to read: 

the case of any educational or scientifie publication designed specifica 
in school classrooms (to which the rates prescribed by subsection (d 
applicable), the rates of postage shall be increased as follows: 5 per 


the first year, 5 per centu the second vear, and 5 per centum the thi 


(This amendment was offered by Mrs. Eleanor Walker, owner and publisher 
of the Grade Teacher In her testimony Mrs. Walker stated that she believed 
such publishers should carry a small increase and suggested 15 percent spread 
over 8 years. In a subsequent letter to the chairman she changed this by sus 
resting that the 15 percent be spread over 5 vears, which, if adopted, wi 


change the amendment to read 8 percent first year, 3 percent second year 


ge 
percent third year, 3 percent fourth vear, and 3 percent fifth year.) 

2. Insert a new subsection (i) to read: 

Except as otherwise provided for in this Act, the existing rates on second 
Class mail shall be increased 25 per centum spread over three years as follows 


10 per centum first year, 10 per centum second year, 5 per centum third year.” 
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(This amendment offered by the Emergency Committee of Small and Medium- 
Size Magazine Publishers, who felt that there should be enactment of legislation 
immediately to reflect an increase of 25 per centum in second-class postage rates 
spread over 3 vears, coupled with the setting up of a Postal Rate Commission, 
aided by a joint congressional study to determine whether or not there should be 
additional rate increases in second-class mail.) 

2—P. Insert a new subsection (j) to read: 

“Texcept as otherwise provided for in this Act, the existing rates on second 


class mail shall be increased 10 per centum over existing rates 
(This amendment offered by Cranston Williams, general manager, American 


Newspaper Publishers Association, who urged that the increase in second-class 


rates be not more than 10 per centum until the results are known of the investi 
rit on proposed on S J. Res. 60.) 
2—~(). Insert a new subsection (k) to read: 


“Tnerease present rates in second-class mail 30 per centum as Tollows 1D per 
entum first vear, 15 per centum second year 

(This amendment offered by Charles E. Sweet, Capper Publications. ) 

~-hR. Insert a new subsection (1) to read: 

ncrease present rates in second-class mail 25 per centum as follows: 10 per 

centum first vear, 10 per centum second vear, 5 per centum third year’ 

(This amendment offered by George J. Hecht The language of amendment 
s identical to 2—-L but the amendment was not coupled with any investigation 


before determining as to additional increases in second-class mail rates. ) 
2S. Insert a new subsection (m) to read 
“Increase present rates in second-cl 


, 


to 2 cents a pound with a correspon 





per centum ) 

(This amendment offered by Samuel Neusner, representing 
Papers in America, who stated that he felt that an increase of 
above present rares would be about all that the small weeklies could star d, but 


»or =) pre rcentum 
finally stated in his testimony, “I think if the Post Office Department would 


charge even 2 cents a pound they would not throw anybody out of business.” ) 
rHIRD-<( 


and other miscellaneous printed matte! me} 


g cutalogs: seeds; cuttings: bulbs; roots; scions; and plants. Weight limi 


S ounces) 





3-A. On page 4, line 18, strike out all language after colon, begil 
Provided”, and substitute following: 
‘Provided, That upon payment of a fee f $10 for each calendar year r yp 
m thereof and under such regulations as the Postmaster General may establisl 
the collection of the lawful revenue and for facilitating the handling of 


such matter in the mails, it shall be lawful to accept for transmissio 


e mails, separately addressed identical pieces ot lird-class matt n 


es of not less than twenty pounds, or of not less than two hundred pieces, sub 
ect to pound rates of postage applicable to the entire bulk mailed at one 
pP ded further, That the rate of postage on third-class matter mailed in bulk 
der the foregoing provision shall be 14 cents for each pound or fraction thereol 

th a minimum charge per piece of 145 cents, except that in the case of books 
nd catalogs of twenty-four pages or more, seeds, cuttings, bulbs, roots, scions, 

d plants the rate shall be 10 cents for each pound or fraction thereof with a 

nimum charge per piece of 144 cents: And provided urther, That pieces er 
packages of such size or form as to prevent ready facing and tying in bundles and 
equiring individual distributing throughout sha be subject to a minimum 
harge of 8 cents each.” 

(Some of the witnesses testifying on third-class mail felt that there should 
be a retention of bulk mailings us set forth in H. R, 2045; therefore 3—A follows 
he language of last year’s bill except that minimum as to seeds, ete., is 1! 
nd not 1 cent as in H. R. 2945. S. 1046 increases minimum in seeds as we 
is other merchandise in third class to 2 cents. Other witnesses, including Ws 
ell Berge on behalf of third-class mail users, urged that the maximum minimum 
e 114 cents.) 

o-B. Amend 3-—A by inserting after “14. cents” and before “And provided 
the following language “except that, in the case of cireu tte! 





ags, and other devices, used in mail sent out by charitable a 
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thropic organizations exempt under section 101 (6) of the Internal Revenue Code, 
the rate shall be 10 cents for each pound or fraction thereof with a minimum 
charge per piece of 1 cent” (rate under existing law.) 

(This amendment is urged by the American Legion, AMVETS, VFW, and 
DAV, and is a reintroduction of the so-called Wainwright amendment to S. 1108, 
Slist Cong.) 

3—C. Amend section 38 of S. 1046 by adding a proviso beginning on line 8, page 5, 
reading: 

“Provided further, That national veteran organizations incorporated by Acts 
of Congress shall be exempt from any increase in third-class postal rates pre 
scribed in section 3, hereof.” 

(This amendment is also urged by four major veterans’ groups and offered 
by Messrs. Omar Ketchum and Miles Kennedy. It substantially accomplishes 
objective of 3-B and it is presumed that if 3-B were adopted, there would be no 
need of 3-C but the reverse is not true since 3—B would cover all groups of no! 
profit organizations, veterans and otherwise, qualifying under sec. 101 (6) of 
the Internal Revenue Code. ) 

3o-D. Add a new subsection (b) to section 3 to read: 

“(b) Daily and weekly newspapers which are circulated free, in whole o1 
in part, shall under regulations prescribed by the Postmaster General, be accepted 
under the bulk mailing provisions contained in (a) hereof for mailing in the 
same manner as comparable publications of the second class and in accordance 
with the postal laws and regulations governing the acceptance of second-class 
matter; Provided, That the postage charged thereon shall be 5 cents for each 
pound or fraction thereof, with a minimum charge per copy of 1 cent; And pro 
vided further, That the Postmaster General may require that such newspapers 
be addressed in simplified form to (1) rural or star-route box holders.” 

3-E. Add a new subsection (¢) to section 3 to read: 

“(c) Provided, That the Postmaster General may require that controlled cireu 
lation newspapers be addressed in simplified form to (1) rural or star-route box 
holders served from post office having rural or star-route delivery; (2) post 
office box holders at post offices having city letter-carrier service, or (3) patrons 
of any post office having city or village letter-carrier service for delivery by cit 
or village letter-carriers, with the name, box and route numbers or local street 
naddress omitted from the matter, provided each piece shows definitely the type 
of service desired and the area to be covered: And provided further, That postage 
at the proper rate is fully prepaid on the matter, either in money under permit 
n accordance with section 562 or section 579, Postal Laws and Regulations 
or by means of precanceled stamps under the conditions governing their use, and 
all the pieces for the same post office are put up by the mailer, so far as may be 
practicable, in package of fifty, each package to be labeled according to thr 
distribution desired.” 


CONTROLLED CIRCULATION PUBLICATIONS 


+, Amend the Postal Rate Revision and Federal Employees Salary Act of 
1948 (Public Law 900, 62 Stat., 1262, 39 U.S. C. 291b) by inserting after the 
word “more” on line 2 of section 203 of said act, the following; “or if in news 
paper format a minimum of four standard or four tabloid pages.” 

Amendments 3-C, 3—-D, 3—-E, and 4 were offered by Herbert G. Pillen, president 
Controlled Circulation Newspaper of America, Inc.) 


SPECIAL SERVICES 


5-A. Strike out all of section 4 (Special Delivery) on page 5, and renumbe 
subsequent sections. 

(This amendment, which would retain present postage rates on special de 
livery mail, was offered by President George Warfel of the National Association 
of Special Delivery Messengers. ) 

5n-B. Strike out all of section 9 and rewrite section 10 so as to retain present 
c. o. d. fees. 

(This amendment offered by several witnesses who urged that there be no 
increase in ¢. 0. d. fees.) 

5-C. On line 22, page 10, change “30” to “25”; on line 23, page 10, change “* 
to “S10", and strike out “40 cents for collections and indemnity exceeding $5 


ores 


but not exceeding $10:"; on line 24, page 10, change “60” to “35 





ADJUSTMENT OF POSTAL RATES S97 


(This amendment offered by Miss Harriet F. Pilpel of Greenbaum, Wolff & 
Ernest, New York attorneys, would lower the © o. d. rates on all mailings where 
the value does not exceed S25 It should be noted that the bulk of all e. o. d. 
shipments are within this valuation \lso it should be considered that if this 


amendment were adopted the step from mailings valned under and over S24 


i ~? 

s from 35 cents to 70 cents, which would n oS the consideration of further 
idjustments in the higher brackets. ) 

>D. Strike out all of section 11 

(A number of witnesses urged tha 

he Congress to the Postmaster Gener: 

charged for sper inl services, whit 

wndation number eight of the Hoo 

bE. If section 11 of S. 1046 is to 

Liowimneg 

‘(a) Provided, That at no time shall 
actual cost of such service 

(b) Before adjustment of rates for 
shall announce public hearings 

rties to attend, said 
date of hearing.” 

(There was testimony a “aring that if there j 
the Postmaster General : in ’ 1, there should be 

aster General could terminate <lal service DY lng 
eliminate this service without congressional approval (hb) 
of some witnesses that if the Postmaster General is to adj 
for special services there should be hearings and suffic 
amendment were approved, the language should be such as 


ments as to hearing, bearing in mind the Federal Procedures 


FOURTH-CLABS MATI 


Merchandise, books, printed matter, and all otl 
or second class Limit: Weight, S Ounces 
over all) 
BILL TO READJUST SIZI AND WEIGHT LIMII 
CLASS (PARCEL POST) MAII 


1-A. On page 2, line 1, insert after “route”, the f Wing 
manently bound for preservation consisting wholly of reading 
ng matter icith incidental blank spaces for students’ notations 
»advertising matter other than incidental announcements of books.” 
atter taken directly from presently effective statute, sec. 292 (d).] 
This amendment offered by F. B. Taussig of the Grolier Society 
O'Connor, chairman, the National Postal Committee for Books 
the amendment would be to continue ¢ xisting law as to size 
regurdless of point of origin or destination, ) 


No estimate is available as to the effect on revenue if 
S. 1869, A BILL TO READJUST POSTAL RATES ON FOURTH-CLASS MATTER 


> - 


th “(c) Catalogs” and continuing to end of line 25, page 5, ending wit 
hereof,” 
(This amendment was offered by Edward B. Rubin, sales planning mat 
Spiegel, Inc., Chicago. The effect of the amendment would be to retain the 
ent rate structure as to all divisions of fourth-class mail except parcel post 
1-B. Insert a new section (sec. 2) to read as follows 
Sec. 2. Amend section 204 (d) of the Act entitled ‘Postal Rate Revisior ! 
Federal Employees Salary Act of 1948’ (62 Stat. 1260, SOth Cong.) by strikit 
ut all language after ‘at the’ in fifth line of subsection (d) and inserting 
eu thereof: ‘same postage rate as is charged for the reading content of pub 
itions entitled to be entered in second-class mail.’ ” 
\lso make appropriate change in subsection (e) of section 204 so as 
me rate to library books as would be enjoyed by other books und 
ection (ad). 
This amendment was urged by a great many witnesses. The effe 
mendment would be to put books, including library books, in second-cl 
s to rates but retaining the size and weight limitation of fourth-class 


\. Strike out all of subsection (c) of section 1, beginning on line 10, page 4 
} 


1 





SON ADJUSTMENT OF POSTAL RATES 


The Post Office Department has furnished a preliminary estimate on S. 1369, 
which indicates that based on 1950 mailings, the bill, as introduced, would yield 
slightly over $63,000,000 in increased revenue annually, as follows: Parcel post 
$61,825,000; catalogs, $1,186,000. The bill retains present rates as to books and 


other items in féurth-eclass mail 
APPENDIx B 


OM MER 


hment of zone rates on books 
proposed by the Postmaster Genet 
mail, and surcharge rates propos 
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VWooers, and W. H. Waldrop, Ji 
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nd, William BE. Stockhausen, J. Raumond Tit 
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Hi COMMISSION 


> an application filed by the Post 
investigation to determine whether 
proposed by him, for the cat 
referred to as parcel post The applieatio 
1 hy Congress, embodied in an appropriat 
approved September 27, 1950, and providing that 
none of the funds appropriated to the Post Office Department 
fund of the Treasury shall be withdrawn from the Treasu 
writing that he has request 
mission to the establishment « 
nations (in addition to Suny specific Lncrease 
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LN the cost ft such service 11 
> require any increase it 
», 1937 (39 U.S.C. 293) 
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recor thi 2a comprises more than 1.500 paces of 


The 
l over : pages of exhibi Th Su were orally urg 


aitie 
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is described as fourth-cl are those weighing more than 8S 


sion 
any other class. They are classified for rate making as 
books tT 1 \ books, miscellaneous publicat Ons, 
of these six groups are now handled 
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books, miscellaneous publications, and matter for the blind, it appears that 
parcel post as a whole could not be made self-supporting unless shippers and 
consignees of general merchandise were to bear the cost of handling their 
parcels plus the deficits on items in the other five groups. The directive by 
Congress, hereinbefore cited, does not suggest that special consideration in 
respect of rates be accorded any parcel-post matter except publications and 
records for the blind. 

The average weight of packages handled as parcel post increased from 4.8 
pounds per parcel in the fiscal year ended June 30, 1939, to 6.2 pounds in fiscal 
vear 1949 The aggregate weight of all parcels carried was equivalent to 
o387 carloads of 20,000 pounds each per working day in 1989 and 1,225 such 
carloads a working day in fiscal year 1949, an increase of 128 percent. Sundays 
and seven holidays were excluded as nonworking days. For the calendar year 
1949, the latest annual period for which records are available, there is shown 
n the following table in column (1) the number of parcels by groups of articles 
handled; (2) percentage relation of each group to the total; (3) average weight 
per parcel; (4) average length of haul; and (5) the average density per cubi 
Toot: 


for merchandise 


iverage I a1iG 


For general merchandise, all of which was handled at zone rates, 62.8 percent 
of the parcels weighed 5 pounds or less; 17.3 percent 6 to 10 pounds; 12.2 percent 


11 to 20 pounds; 7.2 percent 21 to 50 pounds; 0.5 percent, comprising more than 
5,000,000 pareels, 51 to 70 pounds. The distribution of such articles by zones of 
destination is hereinafter shown in a table pertaining to estimated future 
revenues 

Expenditures for all classes of postal service performed by the Department in 
the calendar year 1949, aggregating $2.294,922,724, were equal to $1.38 for each 
dollar of revenue collected. The deticit was S630,.588,442. To determine the ap 
proximate yearly cost of handling the different classes of mail, and the approxi 
mate revenue to be credited to each class the gross annual expenditures and the 
gross revenues collected were allocated by the Department to the several classes 
on basis of average-cost and average-revenue figures derived by sampling tests, 
studies, and computations respecting all mail matter handled during selected 
periods at designated points throughout the United States. These activities are 
cescribed by the Department as cost ascertainment. The Department was author 
ized by statutory provision enacted in February 1925, more than 25 years ago, to 
ascertain the revenues derived from and the cost of carrying and handling the 
several classes of mail, and to annually state the results (48 Stat. 1069, sec. 214) 

During the 20-year period, 1929 to 1949, there being no comparable records 
published for 19438, the Department calculated that the expense of conducting the 
parcel-post service exceeded the revenues collected in each year but one. In 
recent vears both the volume of traffic and the operating deficits have increased 
materially. Thus from the fiscal year 1946 to the calendar year 1949, the parcels 
handled increased from 994,479,000 to 1,184,790,000, the deficit from $42,415,000 
to $104,906,000, the latter figure averaging more than one-third of a million dol 
lars a working day, and the deficit per parcel from 4.3 cents to 8.9 cents. Expend 
tures in 1949, average 42.6 cents a parcel carried, revenues 33.7 cents. For each 
dollar of revenue collected expenses averaged $1.26. Per 100 pounds of parce! 
matter carried the expenses averaged $6.88, revenues $5.45. Average hauls ap 
proxin ated 566 miles. 

In the first section of the following table there is shown for the calendar year 
1949, and by zones of destination, the revenues and expenditures allocated to 
parcels containing general merchandise, and, in the second section, the revenues 
and expenses assigned to catalog parcels, book parcels, books mailed from libraries 
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to readers and returned, miscellaneous publications, and matter for the blind, all 
] 


of which are classitied as fourth-class mail: 
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Local delivery parcels mailed at Chicago, Ill, for example, are those addressed 
to persons within that cits From that and other origins nes 1 and 2 now 
treated as one zone embrace points up to 150 miles: zone 2, 151 to 300 miles one 
4, 301 to 600 miles: zone 5, 6O1 to 1.000 miles zone 6. LOOL to 1,400 miles ‘ 
7, 1401 to 1,800 miles: and zone 8S, over 1,800 niles 

Parcel-post service was) established tive J ry 1 1913 I mul 
emploved by the Department in determining zone rates applied ot nd. sir 
that date for ordinary service are reproduced rh the ppend to this repo 
lat rates applied at certain periods on books, miscellaneous publications 
matter for the blind are discussed under subheadings relating hose le 
Additional charges, hereinafter discussed, are made for packag containing 
ive baby chicks, which are given special attention and handling, and als 
any package when expeditious handling is requested 

Che initial size limit for packages, combined length and girth, of 72 inches 


was increased to S4 inches as of July 10, 1915; and to 100 inches, the preser 
| 


figure, on August 1, 1931 Che initial weight limit, of 11 pounds, was ine is 
n August 15, 1918, to 20 pounds for parcels destined to zones 1 and 2 
January 1, 1914, to 50 pounds on parcels for zones 1 and 2 and 20 pounds f 
her zones; on March 15, 1918, to 70 pounds for destinations in zones 1, 2, and 
nd 50 pounds for points in other zones; and on August 1, 1931, to TO pound 
the present limit, for parcels destined to all zones Thus, it was not 


\ugust 1, 1951, that the present size limit and weight limit, in respect of pares 
for delivery in all zones, became effective 
Some of the rates established January 1, 19138. were reduced as of An st 


1913, or Jannary 1, 1914, as shown by the following table ates. in cents. fe 
pound and for 10 pounds, applying to parcels for local delivery and for trans 
mission to zones 1 to 8 
i Loca 
delivery 
: ) ‘ 8 
ot & 
14 S 
pound 
l ) 14 4. 
NZ 10 { t 





ADJUSTMENT 


the zone rates, as indi 


mde effective on Am 


d January 1 





ADJUSTMENT OI 


cluded in its cost studies, apparently 
made from Department appropriations 
tioned deticit of S104,906,000 for L940, v1 
10 ercent. The estimated amounts w } »~K . rene) itends | 
have been counted are costs of | 
nes, SZO.OOO CO: contribution 
ment and disability 

1 aecounts attri 
iwency, SSTO.Q00 > motor 


pensation payne! 


S 1.000.000 Phe 


e bee nh 





904 ADJUSTMENT OF POSTAL RATES 


pounds, and 25 cents for weights of 50 pounds or less. The present maximum 
weight limit for one parcel to be carried in a mail sack is 35 pounds. The 
largest package that can be placed in such a sack is one having a length and 
girth of about 34 and 4S inches, respectively. The surcharges would also be 
applied to parcels which, because of the nature of their contents, are not handled 
in mail sacks. 

Regulations now in effect name several articles which cannot safely be handled 
in mail sacks without damaging them or other mail matter, and which are 
handled outside thereof, but no extra charge for that reason is exacted. Among 
such items are eggs in standard shipping crates; baby fowl! in standard shipping 
boxes; honeybees in cages, metal cans of liquid 1-gallon size or larger; parcels 
containing liquids in glass containers with total content over 24 fluid ounces 
(three-fourths of 1 quart); heavy castings and machinery parts which are not 
boxed ; parcels with red or yellow caution label; cut flowers in standard shipping 
boxes; parcels containing soft fruits and berries: small wooden or metal boxes 
weighing over 10 pounds with corners or edges that might damage other sacked 
mail; matter which obviously is too large or too long to go in a sack; and some 
others 

Extra charges on parcels containing baby chicks, shipped in large numbers, 
are now collected because they are accorded special attention and handling 
Similar charges are also applied to other parcels whenever special handling 
is requested. The special handling charge is 15 cents for a parcel weighing 
2 pounds or less; 20 cents for a weight exceeding 2, but not over 10 pounds 
and 25 cents for a weight of more than 10 pounds. Parcels on which these 
specinl-handling charges are paid are handled at post offices of origin and 
destination, and en route, in the same expeditious manner as first-class mail 
Cartons containing baby chicks would be subjected to the present extra charge 
for special handling, and another extra charge because curried outside of mail 
racks 

The proposed surcharges would affect wholesale and mail-order houses in 
Various cities, and also numerous retail establishments including department 
stores throughout the country who sell to individuals that reside outside the 
areas in which truck-delivery service is provided, and to whom many purchases 
are forwarded, at the expense of customers, by parcel post. It is emphasized 
that for many years parcel-post charges have been computed on basis of ship 
ping weights, a method of calculation that is easy to understand and easy to 
apply. If additional revenue is needed to cover costs of the service, protestants 
suggest that it be obtained by increasing the charges on the several parcel 
weights. Parcel-post shipments frequently consist of two or more articles, and 
the proposal to collect surcharges based on outside dimensions of packages is 
regarded as impractical of application. For example, in many instances a re 
tailer selling merchandise to a customer to be delivered by parcel post could 
not determine immediately whether the articles when packed for shipment would 
or would not constitute a package too large to be placed in a mail sack, and 
could not determine the charges to be collected until the goods were sent to the 
shipping room and appropriately packed. Similarly, a buyer selecting articles 
from a mail-order catalog, or a retailer ordering supplies from a wholesaler 
frequently could not determine whether a package containing articles desired 
would be subject to an extra charge of 25 or 50 cents due to outside dimensions 
of the shipping container. 

Among the large shippers of general merchandise are the mail-order houses 
operated by Sears, Ward, Spiegel, and Aldens, called the Big Four. As illus 
trative. Ward receives annually over 35,000,000 orders for articles to be shipped 
by parcel post. At six of its nine mail-order houses Ward provides without 
charge, space, equipment, light, and heat for the Department, and Ward em 
ployees zone, weigh, and apply postage to outgoing parcels. In most instances 
the parcels are delivered to terminal platforms of railroads designated by the 
Department. 

Vanity Fair Mills, Inc., owning four plants in Alabama, now in operation, and 
two in Pennsylvania, now inactive, and manufacturing nylon lingerie, also 
nylon parachutes for military use, and annually shipping about 314 million 
pounds of merchandise by parcel post, is not opposed to increases in zone rates 
necessary to maintain the service, if properly allocated, but urges that the pro 
posed surcharges be not approved. <A study of operations for part af 1949 
when shipments from one plant in Alabama averaged 285 a day. revealed that 
a large proportion thereof, due to outside dimensions of packages, would lb 
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wallpaper, and 


and tield seeds, bulbs, tubers, plants and shrubsfi which are sh pped by parcel 
st service for the delivery of shipments in numerous towns and villages to 
retailers who, by utilizing this service, are able to obtain many items, and 
replenish their stocks, at low costs for transportation, since goods of pigh value 
ind low value may be shipped together at the same rate per pound. In addi 
m, merchandise ordered by retailers in more populous places frequen 3 
forwarded by parcel post. Practically all dated and perishable drug products 
r hospitals and drug stores in communities not provided with express-deliver 
ervice, are distributed in this mannet If increased charges are necessary 1 
ver costs, these wholesalers suggest raising the rates, by keeping the l ne 
th scales now in effect so far as possible, but they strongly oppose nvthing 
esemmbling penalties, and urge that the proposed surcharges be no pproved 
National Retail Dry Goods Association, with more than 7,000 1 ers whose 
es volume approximates $10 billion a year, regards the proposed surcharges 
s unworkable, and asks that they be not approved Its ie retailers 
e parcel-post service for small packages shipped fron inufacturing plants 
» their respective stores, for the return of some packages, and for the delivery of 
ircels to Customers residing beyond areas served by their resp e delivery 
rvices In numerous communities no other delivery ser ‘ \ able 
gher zone rates are not opposed 
American Seed Trade Association is an organization of over TOO Corporations 
nd tirms, engaged in producing, marketing, and distributing garden, tlower, 
nd field seeds, bulbs, tubers, plants and shrubs, which are shipped by parce 
ist in cans, bags, boxes, cartons, and packages. Shipments by 91 of its ers 
n 1 year averaged 29,000 parcels, ranging in weight from a few ounces to 70 
pounds. Seed in bags weighing over 85 pounds, the maximum weight limit to be 
aced in a mail sack, frequently is shipped. The bags do not need special pro 
ection Some 170,000 catalogs are distributed annual The proposed s 
harges are criticized as arbitrary and discriminatory The ass ition seek 
cel-post rates no higher than necessary to fairly cover costs of service lts 
embers are opposed to subsidies in any forn 
American Association of Nurserymen, In has abe 1.30) ember wl 
ndle fruit trees, food-processing plants, and plants for the improvement « 
homestead They are not in favor of subsidies, and believe that parce 
uld pay its way, but think that rates should be fair and nondiscriininatory as 
veen all users of the service. Flexible surcharges to be applied at the d 
‘tion of the Department are also opposed. <A large grower of nursery prod 
cts is Stark Nurseries at Louisiana, Mo., whose business in the ist 2 vears | 
heen profitable It estimates that the proposed increases would cost. if 
ound S$18400 a vear, of which 86400 would be due to highe rhe ites, and 
$12,000 to surcharges on parcels handled outside of mail sacks. Iemlong’s Nur 
y, Stevensville, Mich., a small mail-order concern, is engaged ! ull ! 
ng and shipping fruit trees and berry plants to the East, the Soutl nd 
stward as far as the Rocky Mountains. It shipped 87,859 packazes by parce 
n 149 on which the charges approximated $12,000.) It calculates that t1 
es advocated by the Department would increase its charges on that numb 
similar shipments by 42 percent, or $5,100, made up of higher zone rates and 
ircharges, respectively, of $2,400 and $2,700. That amount of additional ex 
e could not be absorbed, and, because of Competition, selling prices could 
t be increased to that extent Sales volume has fallen continually since 
N47, due to lack of demand It objects to any rate increase, and especialiy ft 
rcharges 
National Farmers Union objects to increased rates on fourth-class | 
vy because it regards increases on one class of mail carried at a ss nd 
on other classes which are handled at greater losses, as pieceme anid 
ir attack upon the problem. American Farm Bureau posed of more 
in 1,449,000 families, suggests, pursuant to an adopted resolut that the 
epartment eliminate a substantial part of its deficit thr gl nereiaste 
ency and reduced operating costs, as recommended by the Hoover Cou 
ission, and that the proposed rate increases be not approved Subsidie n 
are opposed It views the proposal by the Department as n at > 
n little corner off of the aggregate postal deficit, and believes the oble 
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Nationa 


msidered on an over-all basis and include all classes of mail 
established S84 years ago, looks upon parcel 
1 somewhat analogous to the public schools and the 
d States Department of Agriculture. If required to pay costs, it expresst 
should be operated by private industry with rates fixe 
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The estimated number of catalog parcels handled by the Department in 1949 
was 109,508,059. A large proportion thereof was distributed by mail-order 
houses, including Sears, Ward, Spiegel, and Aldens. Their aggregate annua 
distribution approximates 80,000,000 copies. Catalogs mailed by the four com 
panies named are enclosed in individual wrappers, each bearing a label show 
ing name and address of addressee, and amount of postage paid under permit 
nuniber given. They are printed at or near Chicago, Ill. Most of those distribu 
ted by Sears and Ward are separated at the printing plants according to des 
tination post offices, and are placed in mail sacks furnished by the Department 

‘hey are then shipped by freight in carloads or by motor vehicle, at the expense 
of the shipper, and are consigned to shipper at break-bulk distributing point 
throughout the country. Sears utilized 16S distributing points in 1950 and Ward 
about 120. At these points and at the expense of the shipper, the sacks of 
catalogs are unloaded from freight cars or motor vehicles at places designated 
by the Department, and thence are handled by the Department as parcel mail 

The catalogs distributed by Sears and Ward range in weight from 1 to 5 o1 
6 pounds In 1950 the 1-pound, 2-pound, 4-pound, and 5-pound catalogs mailed by 
Sears totaled 28,400,000, 6,860,000, 5,870,000, and 5,475,000, respectively. Thy 
larger sizes are issued semiannually by Sears and Ward. (ne issue is dist: 
buted largely in January and February, the other about 6 months later. Studie 
at most of the sampling points were conducted March 7-13, May 23-20, Septembe 
12-18, and November 28 to December 4, 1949, neither of which embraced a periv: 
when the large semiannual catalogs were mailed. 

Ward has 9 mail-order houses, and 620 retail stores. Sears operates 11 ma 
order plants in the United States, and 660 retail stores some of which are outsic: 
the United States. Spiegel has 175 retail stores, and one mail-order house locate: 
at Chicago. The latter accounts for about 70 percent of its dollar sales. Aldens 
operates 10 retail stores, and a mail-order house at Chicago. Most of the artich 
seld by Aldens are low-priced clothing shipped largely to customers ino sma 
towns and on rural routes. In 1950, it printed approximately 4,500,000 catalogs 
at an average cost of SO cents each. They serve as its advertisements and it 
salesminen, Catalogs distributed by Sears and Ward are forwarded without 
charge to customers whose purchases in preceding sales periods have been suf! 
cient to warrant the expense of printing and mailing. Aldens charges $1 for 
its catalog, but upon receipt of orders for merchandise costing $10 or more 
sends the customer a merchandise certificate valued at $1 

A very large proportion of the catalog parcels are mailed to points in zone 
i and 2. The ascertained costs of transporting them are grounded in part 
estimated distances computed by the Department. Zones 1 and 2 embrace point 
to Which the direct air-line distances are 150 miles and less, while to zone 
the range is 151 to 300 miles. By mathematics the Department figured that the 
direct distances to all points in zones 1 and 2 average 106 miles, and, to zone %, 2% 
niles. Then by desk studies, respecting distances over mail routes between sé 
ected points, it calculated that the average distance by way of such routes 
139 miles to points in zones 1 and 2, and 296 miles to points in zone 3.) [' 
testants contend that these computed average figures are not fairly representa 
tive of the distances which catalogs are carried. Sears mailed from distributing 
points to destinations in zones 1 and 2 in the State of Connecticut 29,113 copies 
of a 1950 catalog which were carried by the Department over mail routes 

weighted distance of 27.6 miles; 104,078 catalogs to points in zones 


and 2 in Ohio, an average of 64.2 miles; 101,599 copies to zones 1 and 2, and 
copies to zone - 


3 in Arkansas, an average of 88.9 miles; 5,570 to zones 1 and * 
and SSO to zone 3, Nevada, an average of 142.2 miles. Ward distributed to point 
in zones 1 and 2, from Salina, Kans., 21,571 copies of a 1950 catalog which were 
carried over mail routes an average weighted distance of 115.1 miles, whil 
for catalogs mailed to zones 1 and 2 in Montana the average was 126.7 miles 
Catalogs are mailed from distribution points where favorable mail routes iar 
available. No check of operations has been made by the Department to deter 
mine average hauls to zones. 

The afore-mentioned distances compiled by Ward and Sears apparently are 
those from distribution points over established mail routes to post offices. At those 
offices many catalog parcels are delivered to addressees who call for their mai 
While a great many others are carried beyond such offices in motor vehicl 
varying distances to points on rural routes. However, an examination of thy 
Department's cost figures reveals that the computed line-haul transportati 
exnense of carrying catalog parcels weighing 2 pounds, for example, is but 
minor part of the total expense. Thus, its computed average distance to poin 
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iles t 0 and 2 by 157 miles, 
hut its service cost of 17.6 cents for carrying and de ~-ound catalog in 


in zone 5, 296 miles, exceeds its aver: Poff W301 


one 3 is only six-tenths of 1 cent greater than it cost of 17 cents 
to Zones land 2. Its computed average distances over n 
7, and 8, in miles, are 5S6, 1,015, 1,515, 2,068, and 2.531, respectively. resultil 
in zone-to-zone distance spreads beyond zone 3 of 200 

respectively, for which, in the order named 


osts on a 2-pound catalog, in cents, are 1 


ones 4,5, 


additional service cost of carrying such a parce] 


S (2.531 minus 139), 2.5902 miles, is (25.8 cents 


verage of about three-eighths of 1 nt per 100 


st of carrying and delivering a 2-pound cat 


nee 139 miles, ceeds the expense of originating 


local are: by 3.4 cents. This cost spread 
iting or delivering expense, or both, not invo 
Other features stressed by the protestants i 
contention that the test periods should include « ! 
ume of semiannual heavy catalogs are distributed 
hould be made respecting the manner in which 
talogs are prepared and presented for miailit 
in service and the cost thereof is borne by the mi: 
at numbers of catalogs, of uniform size and weight 
time at given points for mailing, that the Departmer 
ircel, does not determine for each parcel the zone of d 
wstace, does not sort the parcels according to destinat 
not place the catalogs in mail sacks. These origin service 
nailers, althongh it appears that employees of the Department 
spot checks of weights and applicable postage 
Viscellaneous publications. These periodicals are business publications 
‘ulated without cost to addressees. To be classified as parcel-post m: 
must contain 24 pages or more and weigh over S ounces. The apni 
depends on the amount of advertising carried. If not 
the content is advertising, and at least 25 percent is ed 
matter, they are termed “controlled-circulation publication 
regulations, and if when presented for mailing they are n 
States, cities, and routes, as directed by the Department i 
re spective of the zone of destination, at 10 cents per pound on the 
eight of all issues mailed at one time, subject to 
er piece. If the advertising content exceeds 75 percent, 
rhe zone rates applic able to catalogs 
Protestants manifesting a special interest in rates on business periodi 
respective publishers of the Industrial Equipment News, New York ¢ 
the Equipment Digest, Cleveland, Ohio. Each publication is recognized 
dustrial world as a product news and information service, which endea 
supply its readers, comprising buyers in all types of industry, with cur 
formation respecting the development of new and improved materials, 
d equipment used in manufacturing activities. Each publication 
rgely to manufacturers, without charge, and each company derives its 
m charges for advertising matter printed. 
rhe Equipment Digest ranges in size frem 70 to SO pages, and has a monthly 
culation of some 65,000 copies, of which about SO percent go to addressees east 
the Mississippi River. Its present mailing cost at rates applicable to catalogs, 
pproximating $78,197 a year, would be increased under the rates proposed 
the Department to more than $100,000. The periodical was started as a small 
dertaking, and for several years was handled at the bulk rates applicable to 
ertain publications weighing 8 ounces or less Since it grew in size to a weight 
around 12 ounces, it has been carried at catalog rates It appears, however 
hat the company could again obtain bulk rates by reducing the weight of 
periodical, or by printing it in two sections or as two publications rather 
The Industrial Equipment News was first published in 1933 and now contains 
und 100 pages, with a monthly cireulation approximating 66,000, Some SO 
cent of the issues go to points east of the Mississippi River Annual mailing 
ts, at the catalog rates, now aggregating SS2,SSO, would be increased under 
rates proposed by the Department to about $106.80 If accorded 
pplicable to second-class mail, such as newspapers and various magaz 


ry 


hes 
hnual postage cost would approximate $18,451, and if handled at the bulk 
pplying to controlled-circulation publications its postage cost would be 
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$61,504. Several similar business periodicals are published by other concerns 
The Commission is urged not to consent to increased rates for these periodicals 
The protesting publishers compete, when soliciting advertising matter, with 
many periodicals recognized by the Department as either second-class mail mat 
ter or as controlled-circulation publications, and which pay the considerably 
wer postage rates applicable to those classes of mail. The postal regulation 


itrolled-circulation publications shall be prepared, addressed 


same general manner as pres ribed for second-class mail, and 

lished by protestants are prepared for dispatch j 
calendar year 1949, the cost to the Department, p 

of revenue, of handling second-class mail averaged, $5.68, controlled-cire 


publications, $2.02 


ymub 


ze the business periodicals distributed by protestants are about the same 
l but perhaps not so thick, as the Saturday Evening Post an 
of which are classified and treated as paper ma 
for computing the service costs of hun 
badd its formula for determining the servic 
dune to what it terms the substantial differences in the 
and in the operations and equipment by which they ar 
Consequently, in developing costs for paper mii 
ure made on basis of the assumption that the 
origin service, or incurs a large part of ft] 
cost, but in the ascertainment of costs for parcel mail no allowance is made 
services performed by the mailer 
testants’ evidence indicates that although their periodicals are presented 
earried, and distributed in the same manner as publications classified as pape 
mail, their service costs are figured by use of the formula devised for parcel mai 
Phey contend, on basis of evidence which appears to abundantly support thei: 
position ha n calculating the costs of handling the two business periodica 
hereinbefore discussed, they should be treated as paper mail, which in fact they 
are, and not as parcel mail 
Books.—The parcel-post statute enacted August 24, 1912, and providing for 
a service to handle fourth-class mail, described such mail as all matter, i: 
Cluding farm and factory products, not then embraced by law in either fir 
second, or thir a (57 Stat. 557) At that time books up to a weight 
t pound carried as third-class mail, but heavier weights were unmailab 


except a t < The statute also outlined a procedure by wl 

parcel-post res ‘ go g the classification of articles, weights to 
irried ‘ate harged, m be changed. In accordance with that pr 

cedure, the tmaster neral on August 30, 1913, addressed to the Commiss 


ion OF § 
zone or zones, and 
d August twenty-f 
vent the shipment 
! r than the ree 
ime to time such 
1 order to promote 
m l 
proposed 
ind indeper 


$12, 45 


s the v tht limit, the rates of px 
under thi section if the Postn 
vy or anv of them are such as to prevent the 
inently render the cost of the service greater 
he is hereby directed, subject to the consent of 
investigation, to reform from time to time 
or zones or conditions, or either, in order t 
ire the receipt of revenue from such 
10538, 1067). 


+} 
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a communication proposing among other things a change in the classification in 
order to make books weighing more than 8 ounces mailable as parcel-post mail 
at the zone rates, and, after an investigation, Docket No. 6192, the Commission 
on December 4, 1913, entered its decision and thereafter notified the Pos 
General of its consent to the change proposed. (See 85 1. C. C. 765.) 

date the change was made effective to and including Ox 


24 years, all books, except certain library books he) 


carried at the same zone rates as general merchandise 
Effective November 1, 1938, pursuant to a proclamat 
the United States pertaining to books cons 
containing no advertising matter other than incidet 
books, the rates were reduced for a period of 8 
pound or fraction thereof, irrespective of the 


Ling 


accordance with subsequent proclamations hi ‘ate was continued in 


until and including June 30, 1942 By acts * Congress the rate level w 
reased to 3 cents for each pound or fraction thereof, effective July 1, 1942 
3 percent, minimum 1 cent per parcel, effective Mareh 26, 1944, and, effect 
January 1, 1949, to the present levels of S cents for the first pound 
for each additional pound or fraction thereof in one parcel, except 
‘ates on general merchandise are lower. The proposed rates 
he first pound, and 5 cents for each additional pound or fra 
ind including 10 pounds, regardless of the zone of destinat 
‘ates on merchandise are less, and, for parcels weighing more than 
the applicable rates would be the zone rates applying to merchandise 
The present and proposed charges are for parcels of books of 
pages, at least 22 of which are printed, containing no advertising except 
announcements of books weighing over S ounces to and including 
and not exceeding 100 inches in length and girth Combined 
In the table which follows there is shown, for comparison, in column (1) the 
proposed parcel-post rates on general merchandise, by zones of destination, 1 
parcels weighing 1 to 10 pounds, and, for 11 pounds, the rates proposed by 
Department for both merchandise and books; (2) rat r to 10 pou 
ised on the proposed book scale, to apply on books unile the rates on me 
handise are less: and (3) the costs ascertained bv the Departinent of handling 
hooks No service costs for book pareels veighing in excess of 10 pounds 
offered in evidence. The following tabulated rates 


parcel for weights givel 
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proposed rates on books are not made in relation to the ascertained costs 
ice. For a 2-pound parcel the proposed rate is 15 cents to destinations 
as, while the service costs range from 13.6 cents on parcels for loca 
‘2 cents on those for zone 8.) For a 10-pound parcel of books {he 
‘ates to zone 4 and points less distant are higher than ascertained 
amounts ranging from 4 to 11 cents, while to more distant zones the 
| >of D5 cents is lower than such costs by 2 to 42 cents a parce 
roposed rate for a 11-pound parcel of books is 1 cent higher than for 
10-pound parcel when destined to local areas; higher by 2 cents to zones 1 
~, and higher by 8, 12, 34. 61, &, und 112 cents, respectively, to Zones 3, 4 
and S 
iined costs of handling books are little higher in some instance 
, ver in others, than the computed costs of carrying catalogs. bot) 
oad hea For 1-pound parcels to local areas, the ascertained cost of carry 


I Lael l wer by 1.5 mills than the cost for catalogs, while to zone S the 


hook cos ‘ater by 1.0 mills For 10 pounds to local areas the ascertained 


zone D the 


t 


book cost 7es.2 cents is lower by 1.4 cents than the catalog cost: to 
hook cost is higher by 1.1 mills; and to zone S the book cost of 97.4 cents 


higher ny $5 cents 

Books sold in the United States in 1947, the latest period for Which the censu 
Is of output are available, approximated 487,000,000) copies About $ 
were published in the eastern half of the United States, and 61 percen 
alin State of New Yorl General interest and trade books accounted 

eo percent of the total, educational textbooks 28.5) percent, those dis 
by mail-order houses and book clubs 11.2 percent, religious books 8.7 
nt, technical and professional books 3.6 percent, subscription books and 
encyclopedias marketed by solicitation from house to house 3° percent, and 
nelassified 5.1) percent Upwards of 90,000,000 copies in 1947 and a mucl 
greater number im 1950 were paperbound, pocket size or near pocket size 
books of general interest, distributed through wholesalers and retailers whi 
Iso handle magazines such as the American, Cosmopolitan, Good Housekeeping 
Ladies Home Journal, Life, Omnibus, Reader's Digest, and Red Book, whicl 
sold at prices Comparable with those for magazines. Protestants intereste 
n such books contend they should be handled at low rates, pointing out that 
the content of many of them is similar to portions of the content of genera 
interest Inagazines of large circulation which are handled at low rates as second 
class mail, except that books carry no advertising other than references to othe 
Some magazines are devoted entirely to the publication of materia 
ippearing in books, although perhaps condensed or somewhat abridged 

tien stories, either complete in one issue or in serial form, inelu 

reviousliv were publ shed in books 

proportion of the books sold, other than those for use in libraries an 
etail book stores, of which there are around 9,000, Many 
such stores also sell other articles. There are more than a thousand publishers 
from whom retailers may obtain books. Members of the American Book Sellers 

Association, aggregating 1,400, receive per vear from publishers approximate 
70,000,000) books, about 75 percent by parcel post, which weigh when wrapp 
around 2 pounds each and which they sell and frequently mail as parcel-pos 


matter, at prices averaging some $2.96 per book. The present parcel-post fl 


schools, pass throuch 1 


book parcel weighing 2 pounds is 12 cents, except to points in lo« 


ere the rate on merchandise is less than that figure. The propo 
te on a book parcel weighing 2 pounds is 15 cents irrespective of destination 
The evidence does not establish that the volume of books marketed from ve 


vear has been materially affected, one way or the other, by parcel-post ma 


il 
large distributors is the Book-of-the-Month Club. It 


ng Costs One of the 


hipments by calendar vears in 1955, 1936, and 1937, prior to establishment of 
ow rates for books, effective November 1, 1938, and for subsequent vears 
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and including 1947, the increase over each preceding year, and the percent of 
such increase, are shown in the following table 


Number of In reasé ~ =? ; 
Calendar year books d over preced- | * £FCent oF 
trib j ng ! rease 
3 14() 
13¢ 100 $1 } 18 
} 44° 4 4 2 
Ws 7 t) 4 , 
{4 HO, 2 SK, OTE 
14 68. 64 408, 4 2 
4 4, S58 9 ) ast 
4 “<< ~ _ 
Hi RO Ri Oo 7h 
I } iT 
The points from which books are shipped in carloads b ce} t n « 
foads by freight, and in other substantial quantities re usually t places a 
vhich they are printed A manufacturer at Kingsport, Tenn.. operates the 
largest of eight very large printing and binding plants. It turns out more thar 
2,000,000 books a month, ships those which it manufactures, and in additi 
receives from certain other origins many books to be wrapped, addressed, and 
mailed. Among the other large plants are those at Cleveland, Ohio, Chicago, 


> 


Hll., New York, N. Y., and St. Paul, Minn 
In the Kingsport plant there is a branch post office and from 2 to 12 postal 


employees. Space, heat, and light are supplied to the Department wither 


harge. The arrangement facilitates prompt handling of outgoing shipments 
nd operates to the advantage of both the shipper and the Department The 


lant has seven major conveyor lines. When books from different parts of 
Nant are assembled and packed for shipment, they are carried by 


I DV COnVeVOrs 


parcel-post weighing scales, where postal employees issue 


postage stickers wl 


ire placed on the parcels. From the weighing points, conveyors take the p 





bout one-eighth to one-fourth of a mile through the plant and across the ra 
ad track to platforms alongside or near railroad cars. From five to sevel 
irs are on the railroad siding at the plant all day long. Total shipments of 

hooks from Kingsport by freight and by parcel post range from three to five 
ids a day. The cars used are ordinary boxears, dry refrigerators, and 

ars. The loads range from 30,000 to 50,000 pounds a car. The points at whicl 


parcel-post shipments in carloads break bulk are designated by the Departm 


nd shipments are loaded accordingly. From there the parcels fan out in dif 
erent directions to their ultimate destinations The loading of parcel 


ipments of books into cars at Kingsport is performed by employees of the plant 
The manufacturer at Kingsport also ships books by freight in less-ca 
juantities and by motortruck. Occasionally, a load goes by air express ¢ 
ad freight shipments billed to points throughout the country, 
arge cities, include thousands of tons of school 


t al 


especially 

and college textbooks for ce 
positaries in various States. The heaviest shipping period on State 
ate August and early September, but orders are generally received throughout 
the year. About 30 percent of all shipments of books from Kingsport are for 
warded by parcel post. 


orders is 


The postage on parcel-post shipments from this plant 
it the time of the hearings of this proceeding was running at a level of about 
one-half million dollars a year, 

In the first half of 1950 the Department received at St. Paul, Minn., and 
andled as parcel-post mail, one shipment of books totaling 14,000 pieces, weigl 
ng 804,500 pounds, on which the postage was $18,580. One witness expressed 
the view that the handling of books in such large shipments is not the function 
f the parcel post, and that the rates on books herein proposed by the Depart 

ent will result in the diversion to other forms of transportation of heavy shi 

ents of books that are in the freight category 

National Association of College Stores has several hundred members wl 
ell, to students, textbooks that frequently weigh several pounds each Phe 
hject to any increase in the book rates, and are particularly opposed to tl 


E 


a 
a 
on 
* 
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10-pound limitation proposed by the Department in connection with its scale 
of tlat rates These stores endeavor to determine their book requirements in 
advance, but due to greater enrollments than expec ted, or for other reason, they 
sometimes want books in a hurry, and parcel post affords a quick means « 
transportation, although it may be more expensive than shipments by freight 
For example, at the State University, Lawrence, Kans., in 1950, the student 
book store ordered 500 books weighing ¢ pounds which were transported as 
motor freight from New York City to Lawrence at a cost averaging $38.70 pe 
100 pounds, and $4.63 per 100 books, pli tax Its representative calculated 
under the present and proposed parcel post rates the transportation costs 

1 New York to Lawrence for 100 such books would be S5.0S and $11.98, ré 
spectively The difference in transportation cost between those points under 
the present al proposed rates, averaging almost 7 cents a book, would be 

passed a ng and Dor > by the tude 

otestants especially opposing 1e | limitation is 
who ship directly to individu On over YO percent ot 

* books, consisting largely of reference works in sets « 

opedia uch as ritannica, et Generally they 
t » percent are sold on the 

ke deliveries quickly aft 

handled at the zone rate 

were shipped by freight 

from there were forwarce 

private delivery. They are 

from binderies at such origi 

hicago, and Kingsport. They deem 

ing in weight from about 20 to 70 pounds, lh 

the buyer in one carton Under the present rates a set of book 

1) pounds may be sl pped from New York toa point in Ohio that 

,or to a point in Colorado which is in zone 7, at a cost of $2.04. Unde 

by the Department to handle book parcels weighing more than 1 


ipplicable to merchandise, the rate under the proposed seale 


would . & 2» to zone : d SS.S9 to zone 7. The i 
members, includ 
s, and upward of libraries, is not 
to needed use n rates on books if « 
other classes tf mail, but eXPresses 
oposed are discriminatory Kor tl 
be paid by teachers, students, 
approved American Libary Ass 
» 20000) members, including public, college, university, and scl 
rates reflecting t! bow cale on a majority of the bo« 
ailed by libraries 


mw «as possible 


organization composed 
ition in 4S States, and « 
fiicers in aska, wa { stimates that only 3 percent of the cost 
texthe ss used in St; , »} j borne by the Federal Government. Its rep 
sentative expresses the that we will not consent to increases on boo 
since it would widen the spread now existing between rates on educational t 
books handled as fourth-cl: ri and much lower rests on printed matter ¢ 
ried as second- and third-cl l, but concedes that if the proposed rates ar 
shown by evidence to be » publ interest, and fair to all, Congress prebal 
intended that we should approve them. The editor, Journal of National Ed 
tion, asks that the proposed increases on books be not approved. He thinks 
logic which justifies the carrving of magazines, much of which is advertising 


second-class mail at low rates, justifies giving some consideration to books wl 


ally represent the higher intellectuals. We have no voice in the establis 

Frrate levels for second-class mail 
hooks.—By statute enacted May 29, 1928, special rates were fixed 
wholly of reading matter and containing no advertis 


il annonucements of books, when sent by pub 
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libraries, organizations, or associations not organized for profit and none of the 
net income of which inures to the benetit of 


is a service to county or other unit libraries or as a loan to readers or when 


vate stockholder or individual, 





returned by the latter libraries or readers to such public libraries, organizations 
or associations, the special rates to apply only to ich books ldressed 
il delivery, for delivery in zones 1, 2, or 3, or withir e Sta n whic t 
The initial sper ial rate Was 3 cents for the first pound ned | «es r ene 
rdditional pound By a subsequent statute an increase of 3 percent, mit 
1 cent per parcel, was made effective Mar "6. 1944 d bv stutute effective 


January 1, 1949, the rate for the first pound was increased to the present lev 





i r the « lel recelve } rT ‘ 
irriage of ib ot the ct re ‘ 
SUSO GOOF Ve! l \ } ue ! he pres¢ 
brary bool t 
It should be resented by the Departme 
yroceed ir hye re ! 
istments he costs etl reuse he y ‘ f pos ‘ ( 
ext te of the incrensed ost f transpo ion | rie 
i y ind ent o ! proposal of incresase tes f ‘ 
ecessaryv Tor 1 to misidel (| sts il tie ’ t ( \ v4 
price leve which may appear j he f ! | ensonable te ! 
l Lillie ese as e ne Ww \\ a ! 
sd sed during the cost-study perio re 1) 
KI NINGS 
We consent to the establishment of zone rate books reflecting <certaill 
ervice costs, a fractional part of 1 cent should he « regarde inless it amour 
» Cie half cent or more, 1m which ise it sli uld be nereased to 1 ert Tes 
proposed by the Postmaster Gene on othe I ( adhe ~ rth-« S 
nd surcharge rates proposed by bh f ) ( cal | its f 
( => ( (i issenti p 
ado no wre? Viti he I OritVv. wisotint ‘ é 
] Ion of reharg 0 o ad parcels based ( ele 
d to the formula of gradatir ed in the proposed s 
pplication on both merchandise 1 catalogs 
he Department proposes to as Ss ¢ i charges discre S ¢ 
ence and future vestigatie emonstrate the exter Vinienh the 
ed oy pei hrearichle outsiad ‘ l l sii bs l \ Ve ~ Dp t 
wost charges have bet computed on basis of shipping weights etl 
tlation that is easy to understand and easy to appls | ‘ ad the pl 
ollect these surcharges based on outside ire I cKae 
cable applica n leurthe lL believe hese huarg \ | lve 
‘ Wholesale and rder houses it Lows s re é 
) | ( depart = thre 
divis i | eside o spate ‘ ( wl é 
o wl I I es e Torw aed t ] 
el p 
Phe #7 v Postmaster General's re 
’ ex he cles Ww nted wit] thy 1 
f eg ne t ‘ wate ST ¢ er f ( x fl t 
( re has vested this ¢% . ‘ 1 es 
lect the a nal expense o1 s oft ling p 
cs 
he proposed s le tT Zone 1té e re ely ! ‘ 
comparison with tl ites proposed f t 
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fs pe r parcel on merci andise 


It is apparent from the above table that disproportionately high rates to zones 
$f to S have been charged on the heavier parcels since the 70-pound maximum 


} +e) + 


Was established in 1932 to all zones 
The proposed zone rates, which constitute most of the traffic in fourth-class 
matter, would require users of the service to certain distant zones to beat 
part of the service cost that should be paid by users of service to zones less 
distant This discrimination, as | see it, is due to failure of the Department t 
propose rates conforming more nearly to its ascertained service costs 
In computing the proposed zone rates the Postmaster General has used the 
sume rate per mile for the same unit of service notwithstanding the fact that the 
same amount of terminal service might be required for a 50-mile haul as for 
haul of 1,500 or 2,000 miles. The method employed by the Department in appo 
tioning the cost of railway storage car space without providing for separation of 
the terminal and line-haul elements tends to understate the cost for the nearby 
post zones and overstate it for the more distant zones, Stated differently 
ts were obtained by treating terminal expenses as a percentage charge 
i fixed charge. Such a formula, ny opinion, unjustly dis 
minates against the long-hat Isers 2 unduly prefers users of service ft 
nes less dista 
Inequities of a nature simila reflected in the zone rates on me 
1 also exist with respet 1 le zone rates proposed on catalogs 
appreciate that the ever growing parcel-post deficit which is at pre 
aging around $2,000,000 a week is a matter of grave concern. In meet 
it situation, however, I do not believe that we should give our consent 


the establishment of rates which will result in an unreasonable and diseri 


inatory distribution of the cost of furnishing such services 

In the light of the majority’s approval of the proposed increases, [T hope th 
the Postmaster General will find it Consistent to reexamine his cost data with t 
view of formulating at an early date rates which will remove the discrepanci: 
between the proposed rates and the ascertained costs of service 

By the Commission 

SBAL ] W. P. BARTEL, 

Secretar) 
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APPENDIX 


HISTORY OF PARCEL Post RATES ON MERCI 
ORDERS OF THE POSTMASTER GEN] 


RECITING FORMULAS EMPLOYED IN 


pound 


First pounce 
Each addec 
26, 1944 
, 1949 
irst pout 


sch pour 
ich pounce 
he n 


‘Or 
On and 
100) mile 
Act of C 
points on rural 
Act of ¢ 
Gener 
hes in length and 
stmaster General 
ind 3 cents 
ss, 58 Sta ) rover i that a u al 
MROounts to $2 cent or mor n which case it should be incre 
Increase of 3 percent, mi um 1 cent-a parcel 
Act of Congress, 62 Stat , 1262. It canceled the 
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SPECIAL CATALOG RATES 


Catalogs were handled at the zone rates applying on general merchandise prior 


to July 1, 1959. The rates on and since that date for catalog parcels not exceed 
ing 10 pounds in weight, have been constructed by formulas set forth in the tabl 
that follows: 


R 


articles 








